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ARE YOU CONDUCTING 
A HARMONIOUS 
F&I PROGRAM? 


Bitter. 


And although the automobile’s sour 
performance is rarely your fault, a 
dissatisfied customer could take you 
to court. And squeeze your dealership 
for a lot of money. 

But not if you’re protected by The 
Specialist. Unlike most garage liability 
policies, Universal Underwriters 
covers your dealership for defense 
costs in suits filed by customers 


The lemon car. Sooner or later 
| every dealership ends up selling one. 


unhappy with their automobile 
purchase. Plus, Universal covers you 
for defense costs in lawsuits brought 
against your dealership because of 
dissatisfaction with a repair or 
service job. 

Broader defense coverage. It’s just 
one more reason why Universal 
Underwriters has the most complete 
dealership coverage money can buy. Call 
1-800-821-7803 toll-free today for more 
details. Ask for Marsha Thompson. 


Universal Underwriters Insurance Company 


Peta ig 
The Specialists. 


5115 Oak Street, Kansas City, MO 64112 
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Why Buy A New Car Now? 


The irresistable smell of a new car. 
€ smooth gleam of spotless 
paint and chrome. The glitter of 


the latest electronic gauges on the 
dashboard. 


A new car once was the symbol 
of American affluence. People 
bought cars because they were 
sleek, or big, or had the latest 


equipment. A new car meant suc- 
cess. 


But times have changed. Con- 
sumers approach buying a new car 
om a more practical stance 
today; they are “need” rather than 
want” buyers. Instead of status 
Symbols, cars are viewed more as 
transportation” appliances. This 
means people are hanging on to 
their old cars longer and driving 
them less. Buying a new car today 
also means more of a financial in- 
vestment than ever before. 


So why should someone buy a 
new car now? There are a number 
of good reasons. 


_ First of all, gas prices are fal- 
ling. This means that older cars 
are worth more as trade-ins. And 
the higher the price for a trade-in, 
the lower the cost of a new car. Fal- 
ling gasoline prices also translate 


ito lower new-car operating 
costs. 


Another compelling reason to 
buy a new car is the improved de- 


Sign of the 1982 models. There’s a 
new commitment to quality 


among the automobile manufac- 
turers, which has resulted in cars 
which are safer, more fuel efficient 
and more comfortable. Lower rear- 
axle ratios, independent suspen- 
sions, quicker, more precise steer- 
ing, fade-resistant, self-adjusting 
disc brakes, steel beam construc- 
tion, stronger bumpers, easier-to- 
use seat belts, stabilizer bars, big- 
ger, brighter head and tail lights, 
larger windows—these are just 
some of the improvements found 
in new cars. 

In the area of fuel economy, 
today’s new cars are more than 50 
percent more fuel efficient than a 
1975 or earlier full or inter- 
mediate size car. A 1975 car aver- 
ages 15.6 miles per gallon, com- 
pared with 24 mpg for a 1982 
model. 

New cars today also cost the av- 
erage American family less. In 
1960, it took 6.2 months of an aver- 
age family’s income to buy the av- 
erage new domestic car. In 1981, it 
took just 4.3 months of income. 
Based on a 40-hour week, that 
means it takes about 300 fewer 
hours of work today to buy a new 
car. In addition, the interest paid on 
new-car loans is deductible and 
can add up to a sizable tax break. 

Potential new-car buyers might 
also want to consider a diesel. The 
novelty and fuel savings of a diesel 
engine have already attracted 
buyers, with diesel sales currently 
accounting for about 6 percent of 


total new-car sales. Industry 
analysts predict this figure could 
reach 15 percent by 1985. 

Freedom of mobility is another 
reason to buy a new car—some- 
thing a home computer or video re- 
corder can’t provide. A new car can 
be a practical means of getting to 
and from work or a fanciful vaca- 
tion mobile to take you to places 
you've always dreamed of visiting. 

Higher trade-in values on used 
cars, design improvements, fuel 
economy, mobility—these are 
some of the reasons that make now 
a good time to buy a new car. It is 
also a good time to sell a new car. 

Today’s consumers are better in- 
formed. They know more about 
what kind of car they need. They 
are interested in how the car is 
built and they want the facts on 
service and fuel efficiency. 

This trend bodes well for the in- 
dustry, because the better in- 
formed a person is, the better cus- 
tomer he will be. 

Dealers will find a new interest 
in the information they can pro- 
vide about the various new-car 
models. Dealership salespeople 
will have to know more than ever 
before about their product to be 
able to answer the many questions 
they are sure to get from this new 
breed of consumer. 

It is an exciting challenge for 
dealers and the industry—a chal- 
lenge which promises an exciting 
future. 2) 


nnovative rebate  pro- 

grams. A company that 

makes parts for the auto- 
mobile industry and one of the na- 
tion’s largest banks recently of- 
fered special rebate programs to 
spur new-car sales. 

From March 1 to 31, Marine 
Midland Bank, the 14th largest 
bank in the United States, offered 
a $200 cash rebate to any customer 
who purchased a new car at any 
one of 350 participating dealers in 
New York and financed the pur- 
chase through the bank. The re- 
bate applied regardless of whether 
the auto loan was made through a 
participating dealer or through 
one of the bank’s 295 offices in the 
state. As a result of the program, 
Marine Midland financed 7,800 
new cars during March, compared 
to 3,700 cars financed in March of 
1981. 

“Marine Midland’s auto loan re- 
bate program is a totally innova- 
tive approach to banks and auto- 
mobile dealers working together,” 
says Wendell Miller, immediate 
past president of NADA and a 
New York dealer. “At this critical 
time in our industry, the program 
is both necessary and welcome.” 

In an unrelated program, three 
divisions of Imperial Clevite Inc., 
a producer of engine and transmis- 
sion parts based in Rolling 
Meadows, IL, offered a $200 cash 
rebate to any employee buying a 
North American-made car from 
February 10 until April 30. As of 
March 31, 180 employees—or 
about 10 percent of the divisions’ 
work force—had taken advantage 
of the program. 
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Ford markets propane- 
fueled cars. Ford Motor Co. re- 
cently delivered the first propane- 
powered cars to be offered in this 
country by a U.S. automaker. 


The National LP-Gas Associa- 
tion (NLPGA) accepted the first of 
200 propane-powered 1982 Ford 
Granadas at Ford’s Chicago as- 
sembly plant. The NLPGA is dis- 
tributing the Granadas to LP-gas 
dealers throughout the country to 
focus attention on the need for al- 
ternatives to gasoline. 

Offered initially only to fleet 
customers, the propane option will 
be available to all retail customers 
beginning next fall. Ford expects 
to build between 3,000 and 4,000 
propane-powered cars in the 1982 
model year and more than 10,000 
in the 1983 model year. 

The propane Granadas have a 
25-gallon fuel tank mounted on 
the underside of the vehicle, for a 
driving range of about 500 miles. 
This is a 30-percent increase over 
the gasoline-powered versions. 
Though no mpg figures are in yet, 
the propane Granada can be ex- 
pected to deliver about 10 to 12 
percent fewer miles per gallon 
than the 2.3-liter gasoline version, 
which gets 22 mpg in the city and 
33 mpg on the highway. The cost 
per mile for propane vehicles, how- 
ever, is about 25 to 30 percent 
lower than for gasoline, according 
to Ford. 
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Celica Supra takes prize. 
Toyota’s Celica Supra was chosen 
from a field of 14 nominees as 
Motor Trend magazine’s 1982 Im- 
port Car of the Year. This is the 
third time Toyota has taken top 
honors in the 7-year history of the 
award. 

The Supra placed first in two 
testing categories (ride and drive 
and overall value) and took sec- 
ond-place honors in two others 
(quality control and styling and 
design). “The Supra has a combi- 
nation of elements... that have 
never been offered together as suc- 
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cessfully in this country short of a 
few of the ultra-exotics like the 
Lamborghini and Ferrari,” said 
the magazine’s editors. 

The BMW 528e came in a close 
second in the competition, with 
the Mercedes-Benz 380SEC tak- 
ing third place. The final rankings 
of the other 1982 entries are as fol- 
lows: Audi Coupe, Volvo GLT 
Turbo Wagon, Datsun 280ZX 
Turbo, Volkswagen Scirocco, Vol- 
kswagen Quantum, Toyota Celica 
GT, Honda Accord LX, DeLorean, 
Nissan Stanza XE, Alpha Romeo 
GTV V-6 and Renault Le Car 5- 
Door. 


2.9. 


DOT expands consumer in- 
formation program. The Depart- 
ment of Transportation’s toll-free 
hotline service has been enlarged 
to provide more safety-related in- 
formation about automobiles. 

With a free phone call, consum- 
ers nationwide can now obtain in- 
formation about auto recalls, fuel 
economy ratings, crash test re- 
sults, maintenance records, costs 
of operating various vehicles 
and other auto safety matters. 
Operators will also provide bib- 
liographies of magazine articles 
that relate to specific makes and 
models, 

Raymond Peck, administrator 
of the National Highway Traffic 
Safety Administration, says the 
program “will enable American 
consumers to more fully compare 
the relative safety and perfor- 
mance of various domestic and for- 
eign automobiles, and to obtain 
other important consumer infor- 
mation, such as mileage and tire 
ratings, on a constantly updated 
basis.” 

The hotline number is (800) 424- 
9393 (426-0123 in the Washing- 
ton, DC, area). HE 
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WHY ONLY ONE OF THE TWO BIGGEST 
SERVICE CONTRACT COMPANIES 


WANTS CHEVY DEALERS 10 
MAKE EXTRA PROFITS. 


Because one of the top two in service contracts 
is Ford's Extended Service Plan. 

And does Ward's help Sears? Or Firestone help 
Goodyear? Or Burger King help McDonald's? 

The other service contract company in the Big 
Two is American Warranty Corporation. 

Does American Warranty want to help a Chevy 
dealer? Or a Toyota dealer? Or a Chrysler dealer? 

You can bet on it. 

American Warranty doesn't have any factory 
connections. Our Major Mechanical Service Con- 
tract plans have to be beneficial to a// dealers. 

That's why we provide high profit margins. Full 
retail on parts and labor. And an exclusive 


“Profit-Plus"’" Program that even earns you 
income on contract reserves. 

And—unlike the other service contract giant in 
the Big Two—we invite a// dealers to join our extra 
profits program. 

For a free Profitability Analysis of your dealer- 
ship, call Bill Graham toll-free at 1-800-421-5952. 
(In California, 1-800-262-1593) 

We don't care what makes you sell. All we care 
about is your bottom line. Because that's the only 
way we Can improve ours. 

It works. 

It's called the free enterprise system. 


Extra profits for all dealers. 
Now that’s American, American Warranty. 


“The only way we make 
money is helping you 
make money. We're on 
your side, no matter 
what make of car 


The service contract business is a rapid growth industry. American Warranty Corporation has territories open for qualified men anc women 


American Warranty Corporation 


you sell!” A wholly — Unies aoe 
Ed McMah j . 

pasioraeornnicinl 9841 Airport Blvd.- Los Angeles, CA 90045 Pequitable 
Spokesman 800-421-5952 Corporation 


We've put it all together 
so GM Dealers can do it all. 


General Motors Acceptance Corporation practically 
invented automotive financing. When we set up shop 
over 63 years ago, car financing was almost unknown. 

Since then, thousands of GM Dealers (and millions 
of new-car buyers) have come to depend upon GMAC 
for their financing needs. As a matter of fact, we’ve 
extended more automotive credit than any other financial 
institution in the world. That makes us your most 
experienced automotive credit source. 

And we've continued to anticipate your needs by 
expanding our services in new and innovative ways. 


Consistent, dependable source. | 


RENTAL 


Extra income from rentals. 


Ps 
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Ways to make it easier for you to merchandise cars and 

trucks. Ways to make it easier for your customers to buy, 

lease or rent them. naan 
Whatever your financing requirements — retail, 

wholesale, leasing, daily rental or a capital loan—GMAC 

is ready with plans and know-how to help make your 


dealership the trans- GMAC 


portation center in 
THE FINANCING PEOPLE 


your community. 
We’re committed to 
FROM GENERAL MOTORS 


helping GM Dealers do it all. 


Construction, expansion. 
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Complete Dealer Financing Services 


NADA 
SERVICES CORP. 
BOARD OF DIRECTORS 


George W. Lyles, High Point, NC 
William C. Turnbull, Huntington, WV 
H. E. Derrick, Jr., Lexington, VA 
William J. Symes, Pasadena, CA 
Wendell H. Miller, Binghamton, NY 
Robert M. Burd, Washington, NJ 
Frank C. Davis, Jr., Nashville, TN 
James P. Jennings, Glenview, IL 
Denzil W. Rose, Hilo, HI 

Arthur T. Irwin, Lima, OH 

Frank E. McCarthy, McLean, VA 


Broadcaster Paul Harvey 
Wins Automobility Award 


Paul Harvey is rec- 
8 ognized for his con- 
tributions to Americans’ 
freedom of mobility. 
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An Interview With General 
Motors’ Roger Smith 


The Chairman of the 
Board of GM sees 
dealers playing a key role 
in the industry turnaround. 


16 


automotive 
executive 


EDITORIAL STAFF 


Publisher, Normand L. Raymond 
Editorial Director, James H. Lawrence 
Managing Editor, William P. Steinkuller 
Senior Editor, Ron Rogers 

Assistant Editor, Gary James 

Assistant Editor, Nancy Zeldis 
Contributing Editor, Sam E. Polson 
Graphics Coordinator, Sharon V. Milburn 
Production Manager, Donald E. Wheeler 
Production Coordinator, Mary Young 
Editorial Secretary, Staci Morrow 


features 


F&I Score? 


the most of their savings and investments. 


NADA Commentary .......... 1 
Executive Notes 


Lewal Bittelbs cisdiscsawadd ok 6 


NI a ii oa eine Oe 2% 10 
ney Se 66a ssset prot «ivi ines 15 


National Advertising Manager 
Judy Solomon 

automotive executive 

8400 Westpark Drive 
McLean, VA 22102 

(703) 821-7160 


departments 


Economic Outlook .......... 21 
Oaths BUF : i263 sex dans 26 
Business In Print........... 32 
py ey Peery eran 34 
Selling Yourself............ 39 
ADVERTISING OFFICES 


Midwestern Sales Representative 
Jon Kaufman 

Publishers Marketing Group 

P.O. Box 343 

Prospect Heights, [IL 60070 
(312) 673-1351 


Sour Notes From Your 


23 Factory credit tunes 

up the finance side 
but dissonance rules on 
the insurance end. 


may 1982 volume 4, number 5 


WBPA 


automotive executive (ISSN 0195-1564) is 
iblished monthly by the NADA Services 
rp., a wholly owned subsidiary of NADA. 
S tion rates delivered prepaid in U.S. 
and U.S. possessions $12.00 per year, $15.00 
elsewhere. Single copies delivered prepaid 
$2.00. Multiple subscriptions available at 
discount rates. Second class postage paid at 
McLean, VA and additional mailing offices. 
Copyright 1981 by the NADA Services Corp. 
The statements and opinions expressed 
herein are those of the individual authors and 


Corp. or the National Automobile Dealers 

tion. All editorial communications 
should be addressed to the Editorial Director, 
automotive executive, 8400 Wes' Dr., 
McLean, VA 22102. Postmaster: Send address 
changes to automotive executive, 8400 
Westpark Dr., McLean, VA 22102. 


A Journey Through The 
Files: A Retrospective 


A ww iy “ : K 
a 1 otiti, Yann 


2 Some special mo- 
ments in automotive 


Investing In Your Future: It’s A Matter of Planning. 
Creative financial planning can help dealers make 


history are revisited in 

a unique photo essay. 
ee eee See hy AEM Det Al 
Actin TRO io ose dkecaie eee 42 
Advertisers’ Index .......... 46 
oe REO RE Ee Eee 46 
meanest. ot ; eee 47 


Western Sales Representative 
Len Ganz 

Len Ganz & Associates 

15431 Vassar St. 
Westminster, CA 92683 

(714) 898-1035 


GM granted summary 
judgment when charged with 
conspiracy and tying arrange- 
ments 


Datsun dealer denied recovery 
against advertising associa- 
tion 


= 


The U.S. Circuit Court of Appeals has upheld GM’s right to refuse to 
sell its subsidiary’s components to an Italian manufacturer because he 
would not also purchase engines from GM. 

The plaintiff, Reisner, bought components and engines from GM’s 
een subsidiary, Opel, to use in manufacturing a sports car called the 

ndra. 

When Opel stopped selling the parts to Reisner, he charged that Opel 
was in violation of the Sherman and Clayton Acts by tying the sale of 
Opel components to sales of GM engines and that GM was conspiring 
against him to prohibit importation of the Indra into the United States. 

Summary judgment was entered for GM and Opel by the District Court 
in March 1981 and then appealed by Reisner. 

The plaintiff did not appeal the District Court’s finding that no tying 
claim was established, but only appealed the conspiracy claim. The 
Circuit Court judge ruled that Reisner’s conspiracy claims were without 
support in the record and affirmed the lower court’s grant of summary fe 
judgment to GM. (Reisner v. General Motors Corp., No. 81-7332, CA 2, 
2/8/82) 


In a recent appellate court decision in Wisconsin, a Datsun dealer was 
denied the recovery of lost profits allegedly sustained when his 
dealership was temporarily excluded from a dealer trade association 
sales promotion. 

Phil Tolkan Datsun Inc. initially filed the complaint after being 
denied a membership in the Greater Milwaukee Datsun Dealers’ 
Association, an advertising association composed of three area 
dealerships. 

Before the Datsun dealer’s franchise was established, the association 
was planning a promotion of 300 Datsun B-210s, 60 of which the plaintiff 
would have been entitled to had he been a member of the association. 
After the plaintiffs dealership was granted, possible membership was 
discussed by the association, but it was decided that nothing would be 
done about the application until after the sales promotion. 

The plaintiff then filed suit against the association alleging violations 
of state and federal antitrust laws and charging that the defendants 
engaged in a group boycott. 

The District Court granted the defendant’s motion for summary 
judgment ruling that the association’s activities were not illegal, as the 
plaintiff had not shown that membership in the association was 
necessary to compete effectively. 

The Seventh Circuit judge upheld the decision, stating that the 
plaintiff had no legal right to participate in the promotion since it began 
more than six weeks before the plaintiff became a licensed dealer and 
before the association was formally advised of its interest in membership. 

(Phil Tolkan Datsun Inc. v. Greater Milwaukee Datsun Dealers 
Advertising Association, No. 81-1403, CA 7, 3/2/82) 


This column is prepared by the Legal Group of the National Automobile Dealers Association. Because this column is national in scope, the discussion of cases and 
legal problems is necessarily limited and general. When specific legal questions arise, you should consult a competent attorney in your state. For further informa- 
tion or questions concerning the items appearing in this column, write: Legal Briefs, NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102. *\ 


eee 
een 


6 AUTOMOTIVEEXECUTIVE, MAY, 1982 


Importer held liable for 
dealer’s default 


Summary judgment granted to 
Ford Motor Co. in conspiracy 
claim 


EPA grants a 3-year deferral 
of truck noise standards 


A distributor may be held vicariously liable for a dealer’s inability to 
deliver an automobile, the U.S. District Court of New York, Eastern 
District, has ruled. 

The January decision reached in Cullen v. BMW of North America 
could have a sweeping effect on dealers, forcing closer supervision of 
their franchises, especially fiscally ailing ones. 

The court awarded compensatory damages of $18,000 plus interest to 
Cullen, a customer at Bavarian Auto Sales. According to the case, the 
plaintiff had paid the dealer the full $18,000 for a car. Subsequently, 
Bavarian failed to deliver the vehicle and went out of business. 

The court ruled BMW of North America had the duty to actively 
supervise the dealer’s agents and its employees. Its failure to terminate 
the franchise, even after notice of the dealer’s unstable business 
practices, was the proximate cause of the consumer’s injury. (Cullen v. 
BMW, No. 79C 970, E. Dist. NY, 5/16/80) 


A fleet purchaser’s action against Ford Motor Co. alleging Ford 
engaged in a conspiracy against him to stop his “bootlegging” business 
was denied recently by the U.S. Court of Appeals in New Orleans, LA. 

The plaintiff, Parsons, was engaged in the inter-dealership transfer of 
new Ford vehicles, commonly known as bootlegging, conducting business 
under a number of different names. 

Ford’s allocation system sometimes caused a shortage of certain 
vehicles in some areas where the demand was very high. This enabled 
Parsons to supply vehicles to dealers experiencing a high demand for 
certain models by purchasing those particular models from one dealer and 
reselling them to another. 

When Ford Motor Co. adopted a policy requiring its dealers to 
purchase vehicles only from “legitimate” fleet purchasers, the plaintiff 
filed suit against Ford and a number of individual area Ford dealers 
claiming they had conspired against him, forcing him out of business. 

Parsons alleged that his business increased dealer competition by 
enabling dealers to obtain vehicles that they otherwise would be unable 
to purchase. Ford, however, contended that activities fraudulently 
portrayed the plaintiff as a legitimate fleet purchaser, maintaining that 
they were taking reasonable measures to ensure that the vehicles 
ordered from district fleet allocations were actually purchased by 
legitimate fleet end-users. 

A district court dismissed Parson’s claim against Ford on the grounds 
that every manufacturer has a natural monopoly in the sale of its own 
products, and this practice does not violate antitrust laws. 

The Fifth Circuit appellate court affirmed the district court’s grant of 
summary judgment to Ford, explaining that Parsons failed to provide 
significant evidence of conspiracy in response to the defendants’ sworn 
denials of all allegations rendered in the case. (Parsons v. Ford Motor 
Co., No. 80-2258, CA 5, 3/5/82) 


In response to NADA recommendations and submissions by several 
truck manufacturers, the Environmental Protection Agency published a 
final rule in February granting a 3-year deferral of the effective date of 
noise pollution standards. NADA believes that the deferral to July 1, 
1986, is a significant action which should provide near-term economic 
relief to the truck industry. 

In comments filed with the EPA on April 24 and September 14, 1981, 
NADA stated that the implementation of the 80-db noise standard for 
medium and heavy trucks and the 76-db noise standard for truck- 
mounted compactors would have a serious adverse impact on retail sale 
of new trucks. Compliance costs to meet the 80-db standard were 
estimated at $307 and $876 per gasoline-powered and diesel medium 
truck, respectively. For heavy trucks, compliance costs were estimated at 
$269 per gasoline-powered unit and $489 per diesel unit. In light of 
current economic conditions, NADA urged the agency to either rescind 
the standards or defer implementation beyond July 1, 1983. AE 


oted broadcaster and col- 

umnist Paul Harvey was 

recently awarded the 
1981 International Freedom of 
Mobility Award at the annual 
NADA convention this past Feb- 
ruary. 

The award is presented annu- 
ally by the Association’s Automo- 
bility Foundation to recognize in- 
dividuals outside the automotive 
industry who preserve and pro- 
mote Americans’ freedom of mo- 
bility through their accomplish- 
ments. 

The Automobility Foundation is 
a nonprofit organization sup- 
ported by more than 21,000 auto 
dealers, manufacturers and origi- 
nal equipment suppliers. 

Established in 1978 by NADA, 
the foundation was created to fill 
what was perceived as a gap in 
commercial advertising. 

“The industry needed to em- 
phasize the overall value of a car to 
the traveling public,” said the di- 
rector of the foundation. “Until 
then, we’d focused on various cars 
and car products only.” 

The foundation’s right-to-drive 
campaign currently promotes ad- 
vertising, public relations and 
educational programs for the public. 
Some 15 members serve on its 
Board of Governors, including 


~ NADA President George Lyles. 
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“We are proud to have Paul Har- 
vey as the Freedom of Mobility 
winner,” Automobility Founda- 
tion Chairman Robert P. Mallon 
said, “not only because of all the 
great things he has said about the 
automotive industry, but also be- 
cause he is a promulgator of the 
importance of the private sector.” 

Mallon, owner of Mallon Motors 
Inc., Tacoma, WA, and a former 
NADA president, added that Har- 
vey earned the Freedom of Mobil- 
ity medallion for his “overall re- 
cord of broadcast support of the 
auto industry.” 

A contribution was made in 
Harvey’s name to the charity of his 
choice—the Salvation Army. 

Delivering his popular radio 

broadcast from Atlanta, Harvey 
said he came to the NADA conven- 
tion not knowing what to expect. 
He said he was inspired and en- 
couraged by the enthusiasm he 
found. “I heard no whining—no 
pining—nobody on the self-pity 
pot.” 
He praised the auto industry as 
“gallant under fire. I have been 
two days with the survivors and I 
haven't seen this much gung-ho, get 
up and go since the long ago days 
when we used to put mothballs in 
the gas tank of a Model-T.” 

Previous Freedom of Mobility 
Award recipients include 1980 


Paul Harvey 


winner Michael Novak, an 
economist, theologian and scholar 
who was recently named by Presi- 
dent Reagan to the post of U.S. 
representative to the United Na- 
tions Conference on Human Rights. 

The 1979 winner was Paul W. 
McCracken, former chairman of 
the Council of Economic Advisors 
and chair of the economics de- 
partment at the University of 
Michigan. 

In 1978, Barry Bruce-Briggs 
was honored. The historian and 
critic is author of a book entitled 
“The War Against the Auto- 
mobile.” 

Nominations for the 1982 Free- 
dom of Mobility Award are now 
being accepted from active NADA 
directors and members of the Au- 
tomotive Trade Association Mana- 
gers organization. Nominees may 
not be directly employed by the au- 
tomotive or highway construction 
industries. -E 
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YOUR BUCK STARTS HERE... 


When you decide on United Dealer Group, you’re investing in more than a service 
contract company. You’re investing in your future with a company that’s fully 
insured and bonded to protect your money. 


How much do you want to make? The first year’s profits from our program selling 
just fifty contracts per month amounts to $141,000. Add that to your new service 
income using a minimum R.O. of $35 per visit to your service department, 
and you could easily realize an increase in labor sales of $102,750. 

Our success-proven, complete follow-up program can get you these impressive 
numbers, at no cost to you. 


AND EVEN 
BIGGER HERE. 


After we have eliminated all contingent liability, increased your service contract 
penetration, followed up on any one who declined the contract initially, increased 
your service absorption, how can we now help you to make more money on the 
money you made? 

United Dealer Group works with one of the nation’s largest and most respected 
financial firms, enabling us to offer you a high return on your operating account 
through cash management, personal financial planning, tax shelters and more. 
Call toll free for your local representative (800)528-3602. 

In Arizona call (602)954-8555. 


UNITED DEALERS GROUP 


Financial & Insurance Marketing 


3020 East Camelback Rd., Suite 195, Phoenix, AZ 85016 
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The Value of Dealer Interaction 


E ooking back at the recent 
ATD Convention in New 
Orleans, one is reminded 

of the importance of dealer inter- 
action. Talking with peers is one of 
the most worthwhile activities at 
any business meeting, because it 
gives truck dealers the chance to 
share information and experi- 
ences with others in similar cir- 
cumstances. Through such con- 
tact, dealers gain insight into how 
other dealers conduct business 
and also gain some new perspec- 
tives on their own operations. 

While most truck dealers ac- 
knowledge the benefits to be de- 
rived from interaction, they some- 
times fail to take full advantage of 
such opportunities. Many dealers 
are reluctant to attend out-of-town 
functions because of the expense 
involved. Others are hesitant to 
leave their dealerships “unat- 
tended,” especially in today’s 
tough business climate. Truck 
dealers are especially likely to 
have such a reluctance, because of 
the close involvement they have in 
their businesses. Passing up oppor- 
tunities to meet with other dealers 
can be a serious mistake, however, 
because an uninformed dealer is 
less able to compete in the mar- 
ketplace. 

The most important benefit a 
dealer gains by attending business 
meetings is that of perspective. 
Whenever a dealer goes to a con- 
vention, seminar or other meeting 
(such as a 20 Group session), he 
steps away from the daily de- 
mands of the dealership. This sep- 
aration often helps stimulate new 
solutions to old problems. All of us 
are aware of how easy it is to lose 
sight of the basics when we are 


caught up in the day-to-day pres- 
sures of running a business. A 
change of scenery is sometimes 
necessary to get the thought pro- 
cesses moving again. 

Business meetings also offer 
truck dealers the chance to learn 
from the experiences of others. 
Most meetings, especially conven- 
tions, attract a wide cross section 
of dealers. The size of our industry 
increases the chances that some- 
one else has faced similar prob- 
lems, and their experiences can be 
helpful. 

Dealer contact also has a syner- 
gistic effect—a result greater than 
the sum of its parts. When dealers 
get together, they are often able to 
formulate solutions to problems 
that they would not arrive at 
by themselves. During group 
brainstorming sessions, ideas just 
seem to flow more freely. 


The NADA performance analy- 
sis (20 Group) program provides 
the ideal forum for dealer interac- 
tion. Dealers reap all three rewards 
from interaction—perspective, ex- 
perience and synergism—in a set- 
ting that is organized and sys- 
tematic. The program gives the 
dealer the highest return for his 
time and money. 


The 20 Groups are composed of 
dealers from coast to coast of simi- 
lar make and volume, who meet 
three times annually to discuss 
performance and exchange man- 
agement ideas. No two dealers 
come from the same market area. 
Each group is headed by an NADA 
consultant with experience in both 
retail and wholesale automotive 
fields. Currently, there are 20 
Groups for GMC Truck, Interna- 


tional Harvester, Peterbilt and 
Ford Heavy Duty Truck lines. 

The program uses computer 
analysis to track the performance 
of each group member throughout 
the year. Each month, the dealer is 
given a report showing his opera- 
tion’s cash position, inventory turn- 
over, vehicle sales profit, finance 
income and expenses. The reports 
are based on the “profit center” 
concept, which allocates income 
and expenses to various dealer- 
ship departments. 

During 3-day work sessions, 
dealers meet to review the results. 
A 20 Group functions as a manage- 
ment consulting team for each 
member. Members evaluate the 
strengths and weaknesses of other 
participating dealerships and 
suggest ways to improve produc- 
tivity. The groups also act as 
sounding boards for the discussion 
of industry trends and events, gov- 
ernment regulations and legisla- 
tive issues. 

That participation in a 20 Group 
is worth the time and effort stands 
without a doubt. Testimonials 
abound, but the simple fact is that 
20 Group dealers are the most pro- 
fitable dealers. 

Not joining a 20 Group can be a 
real missed opportunity. A wealth 
of information about our industry 
is contained within ATD’s mem- 
bership body. The most successful 
dealers are the ones that can best 
collect, integrate and implement 
that information. Membership in 
a 20 Group provides dealers with 
direct access to other dealers’ busi- 
ness expertise. Even if you choose 
not to take advantage of what 20 
Groups have to offer, remember 
that your competitors will. EE 
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This column is prepared exclusively for automotive executive by David Paxson, director of NADA’s American Truck Dealers Division. All comments or ques- 
tions pertaining to this column should be mailed to: Truck Focus, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Given the current state of the economy, an investment 
portfolio may be a luxury few dealers can afford right 
now. A financial plan, though, is always a necessity, one 
that can help a dealer make the most of his personal 
finances through good times and bad. 


66 0 single invest- 
ment is right for 
everyone,” says 


Dan Goldman, vice-president of 
sales for Personal Capital Plan- 
ning Group, a subsidiary of Mer- 
rill Lynch. “Most individuals have 
their own special goals and need to 
develop their own investment 
strategies for meeting them.” 

But where to begin? Successful 
money management is no longer a 
simple matter of deciding which 
type of savings account best fits 
your needs. The problems as- 
sociated with inflation, fluttering 
interest rates and the new tax 
laws have made it more important 
than ever to invest your money 
where it is going to count the most. 

The marketplace is overflowing 
with possibilities. For more cau- 
tious investors, there are savings 
certificates, money-market funds 
and municipal bonds. Mutual 
funds, common stock and real es- 
tate offer somewhat higher re- 
turns in exchange for some degree 
of risk. Even greater payoffs are 
promised by high-risk invest- 


ments such as aggressive growth 
stocks, commodities and collecti- 
bles. There are investments desig- 
ned to generate income or capital 
growth and others to shelter 
surplus cash from taxes. 

But despite the range of options 
that are available, too many inves- 
tors simply don’t take the time to 
evaluate which investment vehi- 
cles are going to be most effective 
for them. “Every December, 
businessmen suddenly realize 
that they are going to have to pay 
X number of dollars in taxes in 
April,” Goldman says: “So they 
run around in a frenzy trying to 
find places to hide their revenue. 
They become fair game for every 
shady tax adviser and investment 
counselor in town. It’s the worst 
possible way to invest, because it 
involves no planning whatsoever.” 

Planning is the key to effective 
money management, most experts 
agree. “An individual needs to 
examine his entire financial pic- 
ture before he makes any sort of 
investment decision,” Goldman 
says. “He has to take a close look at 


In Your 


by Gary James 


his income, expenses, net worth, 
liquidity, future goals and risk to- 
lerance. Then, and only then, can 
he begin to make some intelligent 
investments.” 

A new breed of companies has 
sprung up around the personal 
side of financial management. For 
years, financial planners have 
been helping businesses put to- 
gether long-range plans for perfor- 
mance, but it wasn’t until the late 
60s that such services began to be 
offered to the public. 

What a financial planner does is 
review every aspect of your per- 
sonal finances to determine how 
your resources can best be used to 
reach present and future goals. 
Assets such as income, invest- 
ments, personal property and re- 
tirement benefits are examined in 
detail, along with insurance bills, 
mortgages, tax liabilities and 
other debts. Some planners go so 
far as to draw up a weekly budget. 
Once a planner has a fix on your 
cash-flow position, he works with 
you to develop a plan for meeting 
future needs—such as providing 
for a child’s college education, en- 
suring a comfortable retirement or 
preparing an estate plan. 

“We focus on about 50 common 
mistakes,” says Dennis Williams, 
president of Sunlight Corp., a fi- 
nancial planning firm in 
Washington, DC. “For instance, 
most people pay too much for in- 
surance, or have the wrong type of 
coverage. And almost everybody 
has money deposited in low-return 
savings accounts that could be 
used more effectively. 

“Most of our energy, though, is 
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“An individual needs to examine his entire 
financial picture before he makes any sort of 
investment decision. Then, and only then, can he 
begin to make some intelligent investments.” 


devoted to making sure that 
people don’t spend their money 
foolishly—and by that I mainly 
mean paying too much in taxes. 
You’d be surprised how many 
people withhold more than they 
are required to in taxes from their 
salaries. We show our clients how 
they can use credits, trusts and 
other available mechanisms to 
minimize their tax burden. After 
all, it’s not what you earn on in- 
vestments that’s important; it’s 
what you get to keep after taxes.” 

There’s nothing mysterious 
about putting together a personal 
financial plan, but it does require 
a certain amount of know-how. 
“Some dealers are perfectly capa- 
ble of doing their own plans,” says 
Ken Silverberg, a tax planner 
with Arthur Andersen & Co., 
“while others, who are more 
skilled in sales than in finance, 
may need outside help. The impor- 
tant thing is that dealers have a 
plan, and that they follow it.” 

Many dealers turn to profession- 
als for advice on their personal fi- 
nances because they are too busy 
to manage them most effectively 
on their own. “Running a success- 
ful businéss in today’s economy de- 
mands a lot of effort and energy,” 
says Sunlight’s Williams. “Most 
dealers don’t have the time to 
check out the best rate of return on 
various mutual funds or conduct 
in-depth studies of stock perfor- 
mances. We do.” 

Whether a dealer creates an in- 
vestment plan on his own or with 
the aid of professionals, it is impor- 
tant to take into account indi- 
vidual tastes and objectives. Are 
you seeking long-term capital 
growth that can keep you ahead of 
inflation, or do you need current 
income? Is safety of principal— 
preserving your capital and its 
purchasing power—a major con- 
sideration? How much risk can 
you afford and tolerate? Do you 
have the means and temperament 


to speculate for short-term profits? 
Are you seeking tax relief? All of 
these factors need to be consid- 
ered. 

“If you are in your early ’30s and 
have good income potential and a 
base of other secure investments, 
you may want to invest your 
money more aggressively— 
perhaps buying shares of smaller 
or emerging companies with 
superior appreciation potential,” 
says William Waters, director of 
marketing services for Merrill 
Lynch and author of ZE’s “Money 
Sense” column. “On the other 
hand, if you are the same age but 
divorced with young children to 
support, you might want to be 
more cautious and invest your 
fund in high-quality, fixed-income 
securities with attractive yields.” 

Most financial planners advise 
investors to put their money into 
several different types of invest- 
ments to protect against sudden 
shifts in the economy. A well-ba- 
lanced investment portfolio might 
contain some stocks for long-term 
growth, some money-market 
funds to keep up with interest 
rates, some real estate to hedge 
against inflation and some sav- 
ings certificates for emergency 
needs. How these funds are best 
distributed depends on_ the 
priorities of the investor. 

Financial advisers recommend 
keeping three to six months of 
take-home pay tucked away for 
emergencies. Waters says such 
ready-reserve investments must 
be liquid and secure—relatively 
easy to convert to cash with little 
or no risk of principal loss. “They 
should also yield enough to protect 
your capital from purchasing- 
power losses caused by inflation,” 
he says. 

Dependable liquid investments 
include savings certificates, U.S. 
Treasury bills and money-market 
funds, which invest in short-term 
securities issued by corporations, 


banks and the federal govern- 
ment. Though the primary goal of 
these investments is conservation 
of capital, some, such as T-bills 
and money-market funds, have 
been paying relatively high re- 
turns in recent years. 

One of the most popular savings 
tools lately, of course, is the “All- 
Savers” certificate. The “All-Sav- 
ers,” which will be offered by 
banks and other thrift institutions 
until December 31, enables an in- 
vestor to earn tax-free interest up 
to $2,000 on a lifetime basis for 
joint returns and up to $1,000 for 
single returns. Because these cer- 
tificates pay an interest rate no 
greater than 70 percent of the 1- 
year Treasury bill rate, they are 
most attractive to investors seek- 
ing tax savings (generally, the 30- 
percent bracket and higher). How- 
ever, if the money is withdrawn 
prematurely, a 3-month penalty 
as well as taxes on the interest 
must be paid. 


The Economic Recovery Tax Act 
of 1981 (ERTA) includes addi- 
tional long-term tax incentives for 
retirement planning. The new law 
allows almost any worker to con- 
tribute up to $2,000 ($2,250 witha 
non-working spouse) to special 
tax-deferred retirement plans 
known as individual retirement 
accounts (IRAs). No taxes are paid 
on contributions to an IRA, or on 
any dividends, interest or capital 
gained, until the money is taken 
out (presumably at retirement, 
when tax brackets generally are 
lower). If your spouse also works, 
he or she can contribute an addi- 
tional $2,000 of earned income to 
an IRA. 

“Tax-deferred retirement ac- 
counts are not only among the best 
vehicles for coping with the high 
cost of retirement later on, but also 
for combating taxation and infla- 
tion now,” Waters says. “Money 
placed in tax-deferred accounts 
can be deducted right off the top of 
taxable income.” That means if 
your 1982 taxable income is 
$34,000 (33-percent tax bracket), 
and both you and your spouse con- 
tribute $2,000, you would save 
$1,240 in taxes. 

As attractive as IRAs are, they 
still have their shortfalls. Even 
though many banks began offer- 
ing the accounts with a rate of re- 
turn of 12 percent, that rate isn’t 
being guaranteed over the life of 
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General Mills discovers 
that Tilt-Wheel is more than 


icing rs the cake. 


In true Betty Crocker test- 
kitchen tradition, General Mills 
did a little experimenting and 
came up with a great new 
fleet car recipe—with 
7 sr _lilt-Wheel Steering. 

specia 
ingredient. Tilt-Wheel adds 
comfort to all GM cars with six 
different driving positions. Swing it 
up and it makes getting in and out a 


More icing? Added value. Up to $100 per 
car according to current Blue Book, Red 
Book and N.A.D.A. Used Car Guides, 
depending on make and model. 

From small to full size, it’s no wonder that 
the General Mills’ GM fleet cars are now 
100% Tilt-Wheel equipped. 

GM dealers: Tilt the odds in your 
favor. Order low-priced Tilt-Wheel for 
your fleet and individual customers. 
breeze. For added convenience, it SAGINAW STEERING GEAR DIVISION, 
can even be adjusted while driving. GENERAL MOTORS CORPORATION. 

But it was at resale time where Tilt-Wheel really 
took the cake—making General Mills’ fleet cars Tilt the pads | 6) 2/8) 
quicker and easier to sell. Te your favor. 


the investment. That makes the 
future purchasing power of such 
nest eggs questionable. Still, IRAs 
offer a formidable line of defense 
against future economic uncer- 
tainty and taxes—as long as the 
fund isn’t withdrawn before the 
age of 59% (in which case you 
must pay a penalty tax of 10 per- 
cent in addition to regular income 
taxes on the amount withdrawn). 

Another major objective of in- 
vestors is income, either for pre- 
sent or future needs. The most 
common types of investments that 
generate interest or dividends for 
current spending are high-grade 
municipal and corporate bonds, 
mutual funds, blue-chip common 
stock and utility company shares. 
Income-oriented investments are 
generally more conservative than 
growth instruments, says William 
Waters. “That is, they carry less 
risk of principal loss, and the in- 
come you receive is considered a 
more certain return than the po- 
tential for capital gains on growth- 
oriented investments.” 

Because any interest earned is 
exempt from federal taxes, gov- 
ernment bonds have traditionally 
been a favorite of conservative in- 
vestors, especially those in the 
higher tax brackets. A person in 
the top bracket of 50 percent, for 
example, would have to earn a re- 
turn of 26 percent from a taxable 
investment to equal the same re- 
turn from a 13-percent govern- 
ment bond. If the investor lives in 
the locale where the bond is is- 
sued, the interest is often free from 
state and local taxes, as well. 

The major drawback of bonds is 
their vulnerability to shifts in the 
rates of interest and inflation. 
Though an investor is assured of 
getting back at least his original 
investment when the bond ma- 
tures, its value can fluctuate 
wildly during the time he holds it. 
“If interest rates rise,” Waters 
says, “prices on existing bonds de- 
cline, so that their yield is equiva- 
lent to that offered by new issues of 
the same quality and maturity.” 
Thus, investors who were locked 
into bonds with 6 or 7 percent rates 
of return saw the value of their 
portfolios drop drastically when 
interest rates climbed near 20 per- 
cent last year. 

For those who are a bit gun-shy 
about managing their own invest- 
ments, mutual funds are worth in- 


“Tax shelters are 
less important now 
that the new tax 
law is in effect.” 


vestigating. Mutual funds pool the 
resources of a number of investors 
to purchase stocks, corporate 
bonds, government bonds or 
municipal bonds. These profes- 
sionally selected and managed 
portfolios are especially attractive 
to small investors. 

There are mutual funds to suit 
just about every taste: gold funds 
for gold buffs, oil funds for oil 
buffs, and so on. Funds can be 
targeted to growth investments 
with good potential for future 
earnings or to income-oriented in- 
vestments that pay good divi- 
dends. 

If you are an investor who val- 
ues safety of principal more than 
quick profits, you should find some 
long-term growth opportunities in 
stocks, says William Waters. 
“Many market analysts and in- 
vestment counselors are quite bul- 
lish on the outlook for equities, in 
part because of the evidence that 
stocks are currently undervalued. 
Since the mid-’70s, earnings and 
dividends of many companies have 
been growing faster than infla- 
tion, but stock prices have not kept 
pace with corporate profits and 
payouts.” 


Stocks, of course, also offer the | 


potential for big profits in short 
periods. If a company’s sales and 
earnings grow overnight, so 
should the value of its stock and, 
possibly, its dividends. Five years 
ago, for example, MCI stock sold 
for $1 per share; today, it sells for 
$35. Ford stock, on the other hand, 
sold for $50 a share five years ago 
and now goes for about $16.75. 
Aggressive investments—such 
as speculative stocks, new issues 
and emerging growth stocks—are 
most appropriate for those inves- 
tors who can afford and tolerate 
the accompanying risks. There is, 
after all, no guarantee that you 
will ever get your money back. Be- 
fore you buy any stock, experts ad- 
vise that you look at its underlying 
value—the book value, earnings 


power, prospects for growth and 
record of performance. 

One change relating to stocks 
brought about by ERTA is of spe- 
cial interest to investors seeking 
tax savings. From January 1, 1982 
until December 31, 1985, up to 
$750 in public utility dividends 
will be exempt from federal taxes 


if taken in the form of new stock. 
As long as the newly purchased 
stock is held for more than a year, 
any profit will be taxed as a long- 
term capital gain (the top rate of 
which has been dropped from 28 to 
20 percent). The exemption is dou- 
bled to $1,500 for married couples 
filing joint returns. 

Tax shelters, on the whole, have 
taken on less importance now that 
the new tax law is in effect. Since 
the top marginal rate on unearned 
income has been lowered from 70 
to 50 percent, investors are less in- 
clined to “hide” their income in 
high-risk ventures. Investors in 
the old 70-percent bracket could 
afford to risk their money on long 
shots, such as film partnerships 
and oil exploration, because only 
30 cents out of every dollar in- 
vested was at stake. Now, how- 
ever, the odds have been changed, 
making such investments attrac- 
tive only to those with a gambling 
nature. 

One of the most dependable in- 
vestments during the last decade 
was home ownership. While the 
future rate of gain for both new 
and used houses is not expected to 
match past rates, says William 
Waters, well-located real estate 
can still be a worthwhile long- 
term investment. “That is espe- 
cially true when you consider the 
tax advantages inherent in own- 
ing a home or rental property,” he 
says. 

Investors who don’t have the 
time or desire to manage real es- 
tate property themselves may 
want to invest in an equity real es- 
tate investment trust (REIT). A 
REIT is a sort of mutual fund that 
pools monies to invest in residen- 
tial and commercial property. 

Along with real estate, gold and 
silver are considered to be fairly 
solid investments, whose value 
often outstrips inflation. On a day- 
to-day basis, however, gold and 
silver are particularly sensitive to 
changes in market demand and 
world events. Gold, for example, 

(Continued on page 38) 
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The Cost of Parenthood 


aising a child can be one 
of the most rewarding 
experiences that a parent 


can have. Unfortunately, it can 
also be one of the most expensive. 
For the average middle-class fam- 
ily, reports the Population Refer- 
ence Bureau, the costs of parent- 
hood rose about 33 percent be- 
tween 1970 and 1980, about the 
same as the increase in the Con- 
sumer Price Index. 

The bureau estimates that the 
cost of raising a child from birth 
through age 18 and then sending 
that child to a 4-year public uni- 
versity now totals about $85,000 
in 1980 dollars for the average 
middle-income family (annual 
after-tax income of $22,500 to 
$27,500). 

These numbers represent only 
direct out-of-pocket expenditures 
for such items as childbirth, hous- 
ing, clothing, medical care and 
education. If we add what a 
mother might have earned from a 
job, who instead stayed at home 
caring for a child, the totals climb 
to almost $140,000 at the middle- 
income level. 

The costs are staggering and, 
unfortunately, as your children 
grow, so do the costs of raising 
them. Here are some tips on cut- 
ting the costs: 

Begin a regular program of 
saving and investing. Some fi- 
nancial counsellors suggest that 
you allocate 5 to 25 percent of your 
after-tax income to savings and in- 
vestments. To determine how 
much you can realistically afford, 
prepare a budget that matches all 
current income against current 
expenses. If your budget leaves lit- 
tle or no room for saving and in- 
vesting, look for ways to cut ex- 


penses or increase income. Once 
you determine how much you can 
afford to save on a regular basis, 
set aside that amount out of every 
paycheck. 

Invest in your child’s name. 
An effective way to prepare for 
your child’s future college bills is 
to establish a custodial account, 
under the Uniform Gifts to Minors 
Act, in your child’s name at a 
brokerage firm or bank. You can 
give your child up to $3,000— 
$6,000, if both you and your spouse 
join in the gift—without incurring 
a gift tax. Any dividends or inter- 
est earned on funds in the account 
are taxable to the child, which 
means little or no taxes may be 
owed. You save on taxes, and there 
is more money to compound in the 
account over the years. 

Be a wise consumer. The time 
you spend in smart shopping can 
prove more valuable than getting 
a raise at work. The reason: any 
raise you receive is taxable, while 
the money you save by careful pur- 
chasing represents non-taxable 
savings. 

If you can save $1,000 a year on 
food, clothing, transportation, 
credit, entertainment and other 
expenses and you are in the 37- 
percent tax bracket (income of 
$29,900 to $35,800 on a joint re- 
turn), that is the same as increas- 
ing your salary by $1,587. 

Maximize the interest earned 
on savings. Many financial advis- 
ers recommend that you have cash 
reserves equal to three to six 
months of expenses as a financial 
buffer against emergencies, like 
doctor bills. A money-market fund 
might be a good place to keep these 
reserves. Money-market funds in- 
vest in short-term securities, such 


as Treasury bills and commercial 
papers, and currently pay interest 
in line with inflation. The return, 
however, fluctuates with the mar- 
ket, so there is no guarantee that 
the interest you earn will not de- 
cline over time. 

Invest for growth. Growth- 
oriented investments generally 
have greater potential to ap- 
preciate than many fixed-income 
investments, which pay a set re- 
turn. So they may offer better pro- 
tection against possible increases 
in inflation and in the costs of child 
rearing. 

Home ownership, for instance, 
is certainly one investment with 
good growth potential. Two others 
are stocks and stock mutual funds. 
In 1980, the Standard and Poor’s 
500 stock index was up 25 percent 
and the average equity mutual 
fund was up 33.5 percent, versus a 
12.4-percent increase in the Con- 
sumer Price Index. Mutual funds 
are a good vehicle for less-experi- 
enced and smaller investors be- 
cause they are professionally man- 
aged and provide a diversified 
portfolio of stocks. 

Keep life and disability insur- 
ance adequate. Anyone who 
brings home a paycheck should 
buy insurance to protect family 
members against loss of that in- 
come in case of death or disability. 
The amount of life insurance you 
might need depends on what you 
survivor’s financial needs would 
be if you died, and what other in- 
come would be available to cover 
expenses. With disability insur- 
ance, the general rule is that you 
need coverage equal to 60 to 70 
percent of your gross income, be- 
cause most disability payments 
are tax-exempt. 


This column is prepared as an automotive exclusive for AE by Bill Waters, Director of Marketing Services with Merrill Lynch, Pierce, Fenner & Smith. Reader 
comments and inquiries should be sent to: Money Sense, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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; some improvements. 
And if we can combine 
the tax cut with some 
resolution of the $100- 
billion deficit and a low- 
um. ering of interest rates, 
mm — we could have a really 


® strong up-turn in the 


At the recent NADA Conven- 
tion in Atlanta, GA, NADA’s 
General Motors’ Line Group 
Chairman Tony Ursomarso di- 
rected /’s latest interview, a 
conversation with Roger 
Smith, chairman of the board 
of GM. 


7E: How do you think the indus- 
try will perform in 1982? 

Smith: The answer depends on 
what happens to interest rates. As 
far back as I can remember, we 
have always made an annual sales 
projection. This year, for the first 
time, we didn’t forecast sales. We 
decided not to because we’re not 
sure what is going to happen. 

We are so dependent on when an 
upturn in the economy occurs. 
Even when it does come, we may 
still be faced with high interest 
rates, which would cause a delay 
in the recovery of the auto market. 
That’s one of the things that’s held 
us back from making any kind of 
normal prediction. 

I think that when the tax cut 
comes in July, we are going to see 


| third or fourth quarter. 
| AR: Do you see the re- 
lationship between GM 
and its dealers chang- 
ing in any way during 
the next few years? 

Smith: I see the re- 
lationship between GM 
7 and its dealers growing 
stronger. We’re going to have to 
work harder together, because 
some of the problems we face are 
going to get more difficult. I’m 
thinking particularly of interest 
rates. The increased use of sophis- 
ticated technology in the auto- 
mobile is also going to necessitate 
closer relationships. 

And I see the need for more coop- 
eration in the legislative area. We 
need dealers’ help on Capitol Hill 
more than ever before. Government 
is becoming a bigger part of our 
life. All of us, especially dealers, 
have to work harder on the 
Washington scene. I’ve had con- 
gressmen tell me right to my face 
that they agree with me, but since 
I don’t vote in their district, they 
won’t do anything. 

7E: Do you think dealers can be 
of more help to the industry by 
talking to their legislators? 


Smith: I don’t know of a single 
location in the country where the 
dealer isn’t an important part of 
the community. You show me a 
dealer and I’ll show you a guy that 
knows most of the people in the 


town. So I think it is natural for 
dealers to be a primary help to us 
in getting the Washington scene, 
the state scene and even the local 
scene turned around. 

7E: At NADA, we are trying very 
hard to get our message across to 
Congress so legislators under- 
stand that we’ve got problems and 
need their help. 


Smith: And Id say you’ve been 
successful. When I talk to our 
people in Washington they say 
that NADA’s lobbying effort has 
grown substantially. We all have 
things we want to do individually, 
but where we have common goals, 
we have a good relationship going. 

ZE: How much of an effect have 
high interest rates had on the 
sales slump? What do you see hap- 
pening to the prime rate? Is it 
going to come down? 

Smith: I certainly hope so. If you 
look at it simply from just an 
economist’s point of view, there is 
no reason for the prime rate to be 
where it is now when the inflation 
rate is so much lower. There’s a 
gap of 6 to 8 percent between the 
prime rate and the inflation rate. I 
think most experts would agree 
that even a 3 to 4 percent differ- 
ence is unusual. That tells you 
there’s something artificial hap- 
pening out there. 


Financial experts don’t believe 
that the Federal government has 
got the deficit sufficiently under 
control to keep inflation down on 
the long-term basis. The Federal 
budget has to be balanced or, if not 
balanced, at least held to a mini- 
mum. Otherwise we end up in- 
creasing the money supply and 
raising the debt again. Until some 


solutions begin to come out of 
Washington, I think we're in for a 
period of fairly high interest rates. 
And, of course, that’s bad for the 
housing industry and bad for the 
auto industry. 

7&: Is General Motors doing as 
much as it can to help dealers with 
floorplanning? 

Smith: The only way to judge 
that is by talking to the dealers. 


The majority of the dealers I talk 
to seem satisfied with the current 
plan. Like everybody else, we’ve 
only got so much money, and so we 
try and put it where we think it 
will do the most good. Our main 
concern now is to get the market 
moving. Our idea isn’t for the deal- 
er to carry a big inventory; our 
idea is to help him have big sales. 
ZE: Do you think dealers will be 
forced to reduce inventories? 
Smith: Yes. These days, dealers 
just can’t afford to carry large in- 
ventories. High interest rates are 
causing everyone to trim back. 
But dealers are finding that even 
though they might not be carrying 
as many cars as they used to, it 
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doesn’t mean they can’t serve their 
customers just as well. 

7E: Some dealers see inter- and 
intra-corporate dualing as an ef- 
fective means of staying competi- 
tive in today’s market. What is 
GM’s policy toward this? Do you 
see dualing becoming more preva- 
lent? 

Smith: Intra-corporate dual- 
ing—Chevrolet with Pontiac or 


Chevrolet with Buick—doesn’t 
bother us. We look at what is the 
best way to serve a particular mar- 
ket. As far as dualing with an im- 
port, we don’t have a _ policy 
against it as long as the dealer 
lives up to his General Motors’ ob- 
ligations. I daresay that if a dealer 
doesn’t keep up those obligations, 
then we just figure he doesn’t want 
our franchise badly enough. In 
that case, we have to find some- 
body who does value the franchise. 

Our game plan is to develop a 
wide enough range of products so 
there is no need for a dealer to 
dual. As we come out with more 
and more small cars, such as the 
new A and J cars, dealers are tell- 


ing us they don’t see the need any- 
more to carry two lines. I believe in 
the long run we’re going to win the 
race. 

7E: Would you talk a bit about 
what the GM service center is 
doing that would be of interest to 
GM dealers around the country? 

Smith: There are some marvel- 
ous things happening out at our 
Tech Center. The center gives ser- 
vice people an input right where 
the cars are designed. That ena- 
bles us to take into account service 
needs from the very start. A lot of 
dealers have been coming in and 
giving us ideas. 

The other thing I’m very happy 
with is the expansion of our ser- 
vice training programs. More 
people are being given the oppor- 
tunity to go through the service 
training centers than ever before. 
That’s a big step in the right direc- 
tion. 

We have also instituted some 
customer satisfaction surveys, 
which tell a dealer how customers 
rate his service in relation to other 
dealers in the area. Those are a 
useful tool. 

Beyond that, our engineers are 
becoming more attuned to what it 
takes to service a car. We’ve made 
great strides, over the years, in 
things like spark plug life, lubrica- 
tion life and self-diagnostics. Our 
cars are becoming much more 
complicated, so we need to give the 
dealers some added tools to help 
them keep up with the new tech- 
nology. I'm a great fan of elec- 
tronics, and I believe down the 
road we are going to get a lot more 
help to the dealer in the area of 
diagnostics. 

Improvements in service capa- 
bilities are coming just at the 
right time, because we know that 
demand for service is going to be- 
come much greater. Demand for 
service, in fact, is on the rise all 
over the world. 


7&: The management techniques 
of Alfred Sloan have been pointed 
to by many dealers as the founda- 
tion of the success of General 
Motors. Mr. Sloan always said it 
was important to have a strong 
dealer network, and he promoted 
the theory that General Motors 
was a manufacturer building 
products and not a retailer. Is GM 
still practicing the principles that 
Sloan promoted, and are these 
principles valid in today’s market? 


Western 
| Diversified 


Wally Rank 
Rank & Son’s Buick 


Milwaukee, Wisconsin 


has done for me 
what no other 


Credit Life Company 


has done. 


itis, They’ve 
ie _ | accomplished 
| ee /| exactly what they 
said they would. 


In our business, credibility is an extremely important consideration in 
doing business with anyone. That’s why at Rank & Son’s Buick, we do 
business with Western Diversified. Very frankly, the company that we 
had previously worked with was not solving our problems. That’s when 
Western Diversified came to us and set for us some impressive goals and 
Objectives, and made some promises that would be challenging to keep. 
Again and again Western Diversified has come through with a contin- 


uing string of successes that have helped me to make my dealership Western Diversified Life Insurance Company 
P.O. Box 3017, Northbrook, Dlinois 60062 


WESTERN DIVERSIFIED 


more profitable. Call Lloyd Gearhart, Vice President 
John Braue and the entire team from Western Diversified have given fox feng 312-272 8300 5 
me first class service and have delivered a quality product to my Outside Illinois toll-free 800-323-5771 
peers: I know that when they tell me they’re going to do something, 
ey will. 


I’m proud to be a part of the Western Diversified family of clients and 
don’t hesitate a moment to tell all of my colleagues just how important 
they are to Rank & Son’s Buick. 


: Wally Rank 


Answers to the questions, 
Solutions to the problems. 
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A Wickes Company 


Smith: Absolutely. You know, 
we don’t sell any cars up there on 
the 14th floor at GM. We always 
say nothing really happens in our 
industry until the dealers start 
moving the product. So we have to 
have a strong dealer organization. 
Many of our competitors say that if 
they had our dealer organization 
they could sell as many cars as we 
do, too. 

ZE: So GM is still practicing the 
principles of Alfred Sloan? 

Smith: Yes. A lot of things Mr. 
Sloan said are still relevant today. 
For instance, Mr. Sloan put a lot of 
emphasis on getting the right 
alignment of products between the 
divisions. He said there was no 
reason for GM dealers to be fight- 
ing other GM dealers. He tried to 
get them to recognize that what 
they had to fight was the competi- 
tion. It’s remarkable how true that 
still is today. Now we don’t mind a 
little friendly rivalry between our 
divisions, but we’ve got to re- 
member who it is we're really try- 
ing to beat in this market. 

E: What effect do you think the 
upcoming tax cut is going to have 
on new car sales? 

Smith: The last cut gave sales a 
big shot, and I feel confident this 
next one will, too, if we can get in- 
terest rates down. This is a good- 
sized cut, and I think it is going to 
have a really fruitful effect on the 
market. 

E: Immediately after the recent 
12.9 percent financing program 
ended, GM raised its prices and 
financing rates. Did those in- 
creases hurt sales? If so, how 
much? Would you do it again? 

Smith: Every price increase 
hurts sales. But as unpopular as 
price increases are, and as badly as 
we hate to make them, sometimes 
they’re the only thing we can do to 
stay viable. Every time the cost of 
living rises, we have to pay our 
employees more. And every time 
our suppliers increase prices—and 
that cost has been increasing 10 
percent a year—we have to make 
up the difference somewhere. 

I'd say over the last four to five 
years we've recovered less than 80 
percent of our cost increases 
through price. The only way we’ve 
been able to stay profitable is 
through high volume. In ’80, of 
course, the volume went away and 
you saw what happened: we lost 
money. So it is difficult. We worry 


about “sticker shock” as much as 
anyone else, but it wouldn’t do us 
any good to lower prices if we 
aren’t going to make enough 
money to stay in business. 

There’s one other thing people 
should keep in mind. If you look at 
the changes in car prices over the 
last five to seven years versus al- 
most everything else in the coun- 
try, car prices have gone up much 
less. Car prices have gone up less 
than the cost of living, less than 
other manufactured goods and 
less than newspapers. 

People are experiencing “sticker 
shock” when they go to buy a car 
because they don’t buy a car every 
day like they do a newspaper, milk 
or butter. Those price increases 
creep up on you. Ours, unfortu- 
nately, hit the consumer all at 


is their ability to reduce inven- 
tories quickly. 

But we have to be careful. If we 
run too many of these programs, 
consumers will grow to expect 
them. Everybody in this country 
will sit and wait until February, 
say, because they know that every 
year at that time there’s going to 
be a rebate offer. We can’t sell cars 
that way. We’ve got to sell cars 
throughout the year. If we condi- 
tion customers to look for a rebate 
in a certain period then we're 
going to be in real trouble. 

AE: Would a significant price de- 
crease by GM spur sufficient buyer 
interest to make it economically 
worthwhile? 

Smith: I think we’re trying that 
right now with the rebates. In the 
long run, though, I don’t think a 
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DE, shares a point with Roger Smith. 


once, because he comes in only 
once every four years. 

7E: In the wide array of pro- 
grams intended to stimulate sales, 
the direct cash rebate and the 
dealer incentive are the most com- 
mon. What are the relative advan- 
tages of each approach, and what 
factors determine which type of 
program GM decides to use? 

Smith: I'll give you my personal 
philosophy. I think that rebates 
are the least attractive and poten- 
tially most dangerous type of sales 
incentive. I would rather find a 
way to get the money to the dealer 
and let the dealer handle that end 
of it. But when our competitors 
come out with rebates, we have lit- 
tle choice but to follow. The prob- 
lem that we are facing this year, of 
course, has been high inventories. 
If rebates have any value at all, it 


NADA’s GM Line Group Chairman Tony Ursomarso, Union Park Pontiac, Wilmington, 


price reduction would generate 
enough volume and payback to 
make it viable. Again, we don’t 
like price increases, but some- 
times they are necessary. 

We're not the only ones in this. I 
don’t think there is a single dealer 
out there who wants us to go out of 
business. I don’t think that there is 
a dealer out there who would say 
take the money that you are 
spending on your new product pro- 
grams and use it to reduce current 
prices and increase volume. That 
would only be a short-term solu- 
tion. 

The new mid-size, front-wheel- 
drive As, the new Fs, the new Js— 
these cars are all ready. Right 
now, 30 percent of our cars are 
new. It cost about $4 or $5 billion 
to put those products out. It cost a 

(Continued on page 44) 
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The Budget Process 


O ne cannot dispute the 
fact that a balanced 
budget, at least one that 

would be balanced were the 

economy at full employment, is a 

desirable goal. But this goal has 

proven to be elusive for reasons 
ranging from the growth of federal 
spending to the recession’s effects. 

The debate over the current 

budget contains some heat and a 

lot of smoke. This column touches 

briefly on some aspects of this de- 
bate. 

Economists have long con- 
tended that large deficits are bad 
no matter how they are financed. 
If the government monetizes the 
deficit (i.e. creates money), it fuels 
inflation. If the government bor- 
rows to finance the deficit, it 
causes a rise in interest rates by 
crowding out private borrowers. 

There are strong indications that 
the independent Federal Reserve 
Board will not deviate from its pre- 
sent slow monetary growth ap- 
proach to fighting inflation. 
Therefore, the federal government 
will be a very large borrower in the 
credit morkets in the coming years 
and interest rates will be higher 
than they would be otherwise. 

Renewed effort to reduce the de- 
ficit and the foreseeable upward 
pressures on interest rates 
abound. Dealers should look to un- 


derstanding the budget alterna- 
tives in view of the next several 
years, not just in the context of the 
size of the fiscal year 1983 (FY ’83) 
deficit. 

The FY ’83 budget deficit will be 
somewhere between $100 and 
$150 billion. But this should not 
be a serious concern. Since the 


“The debate over 
the current budget 
contains some heat 

and a lot of smoke.” 


economy is in a severe and pro- 
longed recession, deficits are in- 
evitable. For each 1 percent in- 
crease in unemployment, $19 bil- 
lion is added to the deficit. The 
critical problem for the economy, 
the capital markets and dealers 
will be what happens to the deficit 
as the economy revives. 

The budget alternatives now 
being discussed call for further 
cuts in federal spending in varying 
degrees and possible tax increases 
or delays. Elimination of numer- 
ous tax loopholes is also a possibil- 
ity. The scheduled personal tax cut 
set for July 1 will take effect. 


NADA has fought any attempt to 
delay this tax cut because it would 
hurt the overall economy and our 
industry in particular. 

As the current debate is played 
out, it should be recognized that 
moves to affect the size of the de- 
ficit spawn both positive and nega- 
tive results. 

For instance: 

1) By not increasing the Strate- 
gic Petroleum Reserve, we reduce 
the current year deficit, but are 
left more vulnerable to future oil 
supply interruptions. 

2) The selling of mineral, oil and 
gas leases provides the Treasury 
added revenue. But the de- 
minished future revenue oppor- 
tunities are not counted. 

3) Cutting manpower-training 
programs reduces the size of the 
budget deficit but leaves us more 
vulnerable to chronic unemploy- 
ment and reduced productivity. 

4) The sharp drop in oil prices 
will lead to a drop in the windfall 
profit tax revenue, forcing the de- 
ficit to increase. Still, the drop in 
oil prices is good for the economy. 
Falling gas prices also aid our in- 
dustry by reducing ownership 
costs and increasing disposable in- 
come. 

Like every political debate, the 
budget process will certainly be 
one of trade-offs and comnrnnaee: 


This column is prepared exclusively for automotive executive by the Industry Analysis Division of the National Automobile Dealers Association. All comments 


or questions pertaining to this column should be mailed to: Economic Outlook, automotive 
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We unconditionally 
guarantee to 
increase your 
sales income 


in 30 days or 


your money 
back. 


Buying the right F&l computer isn’t as simple as flipping a 
coin. It’s a matter of credibility. And credibility—getting 
your prospects to believe in dealer financing and 
insurance—is what makes the COIN System superior. 


and insuring through you puts them ahead. And it quickly 
places the facts and figures in their hands. There’s no rate 
book “mumbo jumbo.” Simply put, the COIN System 
helps you close more deals. We guarantee it! 

The COIN's combination of advantages is unrivaled: 


CRT DISPLAY: Presents computed payment comparison 
tables and graphs on a highly readable 12” screen. 
REMOTE PROGRAMMING: No more waiting for weeks 
for your independent programmer to show up. The COIN 
System puts a programmer as near as your phone. And... 
you won't get “nickled and dimed” for frequent program 
changes either. They're included as part of our comprehen- 
sive support program. 

EXPANSION CAPABILITY: We do more than F&I. The 
COIN can handle dealership warranties, sales follow-up, 
integrated inventory control, F&! summary reports and. . . it 
boosts profits by cutting clerical costs! 

DISKETTE SOFTWARE: “Operator friendly” programming 
that is accessed by a simple typewriter-like keyboard. 

No more searching for which key to use. Our “help” key tells 
you in plain English what you need to know, when you 

need to know it. 

SPINWRITER PRINTER: Processes printed comparisons 
and forms at up to 400 words per minute. 


The COIN instantly shows these prospects how financing 


PLUS— 


COIN’s total system 

support eliminates worry 

about maintenance and repairs. 
This exclusive service keeps the COIN System 
Current and trouble-free. And it’s made COIN the 
fastest-growing F&I computer company in America. 


Before you buy ANY F&l system, ask to have a COIN System 
brought into your dealership for a first-hand look. 


And, remember the guarantee. You'll increase your sales 
income in 30 days or your money back. 


For a demo, call our toll free number: 
800-241-2646 
In Georgia, call collect: 404/447-6103 


COIN) 


Financial 
Systems 


Atlanta, GA Chicago, IL Columbus, OH 
Dallas, TX Denver, CO Fort Lauderdale, FL 
Houston, TX Lancaster, PA Los Angeles, CA 


New Orleans, LA San Francisco,CA Tidewater, VA 
Nationwide sales opportunities available 
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by Nancy Zeldis 


onsumer credit from fac- 
tory financing institu- 
tions has boosted profit 
potential on the finance side of 
dealers’ F&I departments. But 
Squirrely interest rates and cus- 
tomers’ own weak credit ratings 
are hampering efforts to increase 
profits this spring season. Particu- 
larly hard hit is the insurance end. 
Federal Reserve Board statis- 
tics indicate that 46 percent of di- 
rect and indirect loans to new and 
used car buyers in the U.S. were 
being issued from commercial 
banks as of January 1, 1982. That 
figure is high when compared to 
the December, 1980 tally of 36 per- 
cent, but a far cry from the 60 per- 
cent margin of December, 1978. 
The fluctuation is due primarily 
to the soaring prime rate. The 
more it has climbed, the more dis- 
illusioned banks have become 
with consumer lending in the auto 
Industry. Usury caps on auto 
loans, present in all by 12 states, 
have contributed to the malaise. 
Bankers’ exodus from the auto 
Paper market in search of more 
lucrative ventures may seem espe- 
cially troubling to dealers, until 
they consider who has taken up 


the slack. 

The bailout, it seems, has been 
nothing short of a bonanza for 
credit arms of U.S. corporations 
like Ford, Chrysler and GM, all of 
whom report they are financing 
more cars than ever before. 

The desire to increase sales has 
affected imports as well, with VW, 
Volvo, Subaru and Rolls Royce 
now embarking on their own fi- 
nance forays. 


The lender swap has sparked a 
lively debate in dealer circles. 
Some franchised dealers tell AZ 
they fear that further reliance on 
the factory could threaten the lim- 
ited autonomy they now enjoy. But 
most see the outcome in a positive 
light. 

“It’s always better to work with 
the manufacturer because it gives 
you more control,” explains one 
Northern Virginia Ford dealer. 


“Banker exodus 
from the auto 
paper market in 
search of more 
lucrative ventures 
could be viewed 
as troubling to 
the majority of 
dealers nationwide 
until they consider 
just who’s taken 
up the slack. 
The bailout has 
been a bonanza for 
U.S. and import 
factory credit.” 


“Their own interest in car sales 
makes them more sympathetic. 
They have narrowed their point 
spreads to become competitive in 
the market and in some cases you 
can save one or two points with 
them over the local bank.” 

Jim Packer, F&I manager of 
Burton Ford in Benton, AK con- 
curs. “Because you both want to 
sell cars, (the captive company) 
isn’t going to hold the line as 
strongly on unit volume as the 


local bank might.” 
Due to Arkansas’ 10-percent 
usury cap—the lowest any- 


where—Packer has found that his 
banks are no longer interested in 
indirect loaning. Ford Motor Cred- 
it is now his exclusive lender, 
financing many of the 45 cars his 
dealership sells monthly. Packer 
says cars at Burton Ford have 
been forced to bear high retail 
prices to offset the interest losses. 

Montana’s usury cap was lifted 
in the spring of 1980, but an in- 
novative Missoula Automobile 
Dealers Association decided to 


make the best of a bad situation 
early in the year. The association 
promoted the low 12-percent loan 
rate. Their “You Auto Buy Now” 
series of ads yielded many addi- 
tional sales. 

Though not all dealers have to 
bow to state usury laws, sticker 
shock is still a formidable fear. 
Careful not to overextend buyers 
who are already saddled with stiff 
interest rates, F&I managers are 
cutting back on credit insurance 
offerings and other add-ons just to 
ensure that their customers are 
squarely financed. Caution is 
being extended to leasing depart- 
ments too, where securing con- 
sumer credit insurance contracts 
is no longer as simple as it once 
was. 

“We’re hedging our bets, keep- 
ing costs down to be sure our cars 
get sold,” says business manager 
Max McGowan of King Pontiac- 
GM in Gaithersburg, MD. Insur- 
ance sales have fallen off at his 
dealership in the past several 
months. 

Some local banks and at least 
one major manufacturer aren’t 
giving their dealers a choice, tying 
manager hands on aftermarket 
items. 

GMAC is mentioned by dealers 
nationwide as the first captive 
credit company to deny consumer 
financing of add-ons from ex- 
tended warranty service contracts 
to paint sealants, but most nota- 
bly, credit insurance. 

And, while Chrysler and Ford 
Motor Credit continue to be non- 
restrictive on add-ons, “it might 
not always be that way here,” cau- 
tions Leo Larkin, vice president of 
insurance at Ford Motor Credit. 
“We’re studying the market.” 

Restrictions on credit life, 
health and disability appear to be 
the norm at many dealerships in 
the midwestern markets of St. 
Louis, Chicago and Kansas City, 
7 has learned. As economic condi- 
tions are particularly stressful 
there, customers are often higher 
credit risks. One Nashville, TN 
manager who would like to sell in- 
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surance recently declared that de- 
nial of the profitable source of ex- 
cess income has dehydrated his 
F&I department considerably. 

“The effect has been tremend- 
ous, (GMAC has) all but locked us 
out,” says Don Burns, one of three 
business managers at Beaman 
Pontiac/Toyota, Nashville, TN. 
Burns relies on GMAC for financ- 
ing of 70 percent of his new and 
used retail sales. He anticipated 
that 600 sales would be made by 
the end of March. “We're not un- 
grateful to GMAC, believe me,” 
Burns adds emphatically. “With 
banks drying up, factory financing 
is the only hope for many dealers.” 

Strong criticism of insurance 
cutbacks comes from Lloyd 
Gearhart, vice-president of West- 
ern Diversified of Northbrook, IL, 
a large credit insurance company 
that trains F&I managers for deal- 
ers. 

Western Diversified’s clients as 
well as those of its Chicago com- 
petitor Pat Ryan & Associates 
have met with GMAC officials to 
discuss the issue but have made no 
gains. 

“We resent being lumped in 
with other add-ons that are lost in 
the event of a default. Unlike rust- 
proofing and service warranties 
which go with the car, insurance is 
refundable. The unused portion of 
the premium is always refunded to 
the customer or lender,” Gearhart 
says. | 

He hypothesizes that denial of 
insurance might increase overall 
vehicle repossessions because of 
the psychological effects the ban 
could have on customers. “If the 
customer knows his payments will 
be covered in case something hap- 
pens to him, it will probably make 
him a more loyal borrower.” 

But GMAC refutes that charge 
as not being born out by the record. 
Along with Ford Motor Credit and 
Chrysler, GMAC’s repossessions 
are reportedly at their lowest on 
10 years. In 1980, 90,000 reposses- 
sions occurred, accounting for only 
2.3 percent of new accounts, and in 
1981, 1.7 percent of new accounts 
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or 74,500 repossessions were log- 
ged, according to GMAC spokes- 
man John Andrews. 

All three credit companies attri- 
bute the trend to strong branch op- 
eration services. “We’re maintain- 
ing a more select group of retail ac- 
counts,” sums up Jim Madden, 
Chrysler’s vice-president for mar- 
keting and operations. 

Despite assurances from the 
manufacturer, some dealers are 
Skeptical that the credit arms can 
continue to be the kind of well- 
Spring they were in 1980 and 1981. 

Just how long it will be before 
the well begins to run dry they say, 
will be contingent on the economy 
this spring. 

GMAC spokesman John An- 
drews insists that overall, strong 
financing trends should continue. 
In 1981, GMAC financed over 36 
percent of GM sales as compared to 
26 percent in 1980. “That’s the 
highest level since 1937 and one 
we see continuing,” he says. 

“We're providing record levels of 
financial support for Ford dealers 
and their clients, reflecting the de- 
mand created by banks and other 
financial institutions curtailing 
their automotive financing,” says 
James W. Ford, chairman of Ford 
Motor Credit Corp. Last year saw 
913,400 new and used contracts in 
force by FMCC as compared to 
1980’s 894,800 tally. 

Though imports have been slow 
to enter the finance arena, some 
movement is taking place. At 
Volvo, a deal has been struck with 
Chase Manhattan Bank through 
which dealers will be able to ob- 
tain contracts. Financing is ex- 
pected to exceed $400 million over 
400 dealerships. “We're in a high 
income area but still, the market 
isn’t what it used to be. People just 
aren’t buying,” says Al Ryfle, gen- 
eral manager of South Bay Volvo 
in Torrance, CA. “We’re excited 
about the new Volvo finance 
agreement because the bottom 
line is that we’ll sell more cars,” 
sums up the Los Angeles County 
manager. 

Only 20 dealerships have been 


“F&I managers 
are cutting back 
credit insurance 
offerings just to 
ensure consumers 
get financing. 
Caution is also 
being extended 
to many leasing 
departments.” 


signed on as of mid-March at VW. 
News Bureau manager Ted Kade 
says more are expected to partici- 
pate in the new fledged VW Credit 
Corporation. 

One business manager can 
hardly wait for Subaru to come to 
Montana as that company gears 
up its announced plans for a con- 
sumer finance effort. 

Royce Drew, business manager 
of Bob Curnow Ford/Subaru, Bil- 
lings, MT says a year ago his local 
bank was charging three points 
above prime to place a contract 
with them. “In 1980, we took on 
Ford Motor Credit and they’re 
treating us better,” he says. 

Financing, however, is not for 
everybody. Unlike Rolls Royce, 
which may be an exception to the 
rule, costly imports such as BMW 
and Mercedes-Benz claim financ- 
ing will remain a low priority 
item. “At BMW there is nothing in 
the offing,” says spokesman Tom 
McGurn, “We’re small and the fact 
that 75 to 80 percent of our dealers 
are dualed makes it impractical. 
People who buy our cars generally 
have good credit. They can go 
through the banks successfully.” 

That sentiment is echoed by 
California Mercedes-Benz man- 


ager Jim Maroney. At El Cajon 
Ltd., in San Diego, there is no fi- 
nance department per se and in- 
surance is, in a word, obsolete. 

“In this price range most of our 
customers have a lending agency 
they’re doing solid business with 
that they rely on,” he says. Mer- 
cedes-Benz offers a standard 36- 
month warranty contract and in- 
surance, so he adds, “for us to sell 
any more aftermarket items 
would be overkill.” 

The vast majority of dealers 
would probably envy Maroney’s 
situation while finding it unrealis- 
tic. “It’s hard even to get the cus- 
tomer into our showroom,” comp- 
lains one small Florida dealer who 
declined to be named. Finding “no 
use” for an F&I department, he 
says if he had one, “I’d batten down 
the hatchway.” 

Most dealers, however, do con- 
tinue to believe strongly in active 
F&I operations. They stout-hear- 
tedly maintain that F&I is the 
most effective means by which 
sales otherwise lost can be cap- 
tured. 

Given the state of the economy, 
F&I may be more needed than 
ever as those losses are mounting. 

Sales may be slightly boosted by 
the income tax cut in July, but the 
forecast of many industry experts 
remains pessimistic. According to 
Paine Webber specialist Mary 
Ann Keller, moderating inflation 
combined with sticker price 
stabilization at high levels has 
softened the attractiveness of re- 
bates. In a recent New York Times 
article, Keller argues that unless 
auto finance companies are wil- 
ling to extend long pay-back 
periods even further than the 
standard 48 months—an argu- 
ment she dismissed as “impracti- 
cal”—even a sharp decline in in- 
flation would do little to enliven 
sales. 

Western Diversified’s Gearhart 
argues that today’s economic prob- 
lems can be overcome inside the 
dealership if the F&I department 
is a “savvy” one. 

(Continued on page 40) 
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Retirement Bills Are 
Focus of Labor Subcommittee 


T he Senate labor subcommittee recently com- 
pleted hearings on two retirement bills of 
interest to dealers. 

Introduced by the subcommittee’s chairman, Sen. 
Don Nickels (R-OK), the Employer Retirement In- 
come Security Act (ERISA) would increase the liabil- 
ity of employers with defined benefit pension plans to 
a 100-percent level should they terminate those 
plans due to retirement, bankruptcy or other closure 
of business. 

As E went to press, NADA staff had hammered out 
a compromise with the subcommittee staff, exempt- 
ing from the bill all employers with fewer than 100 
employees. Small businesses would continue to be li- 
able for a maximum of 30 percent of their net worth, 
as stipulated under current provisions. 

The bill was expected to reach the subcommittee 
for further action after the Easter recess. 

The second bill, introduced by Sen. Orrin Hatch (R- 
UT), would repeal the Multiemployer Pension Plan 
Amendments Act of 1980 (MPPAA). The MPPAA 
mandates that when a dealer retires, goes bankrupt 
or closes for any other reason, a substantial liability 
is associated with the closing if he or she has a union 
shop that is participating in a multiemployer plan. If 
a dealer sells his business, pension liability remains 
for five years after the sale. 

NADA supports the repeal of the MPPAA, and has 
been working since September 1981 along with a 
number of other trade associations to try to amend 
the act. 

Currently, more than 70 lawsuits have been filed 
by businesses challenging the constitutionality of the 
act. These suits have slowed union attempts to collect 
withdrawal liability. One union sent notices of with- 
drawal liability totaling more than $130 million to 


employers who have forfeited their plans. To date, 
more than $200,000 has been collected. In the hopes 
of staving off further suits, several unions recently 
showed they were willing to change some of the provi- 
sions of the plan. 

Both bills are expected to sail through the Senate 
Labor and Human Resources Committee but are not 
likely to clear the Senate Finance Committee. This is 
due to strong labor resistance and a general lack of 
interest by senators in the measures. 

Because of the pressing budget issues still con- 
fronting Congress and the short time left in this ses- 
sion, neither bill seems a high-priority item. How- 
ever, both bills probably will be re-introduced in 
1983. 

On the regulatory front, Vice-President George 
Bush’s task force on regulatory reform recently an- 
nounced that a number of areas involving pensions 
are being investigated for possible regulatory relief. 
Federal agencies have been instructed to issue fewer 
regulations and to examine each from a cost-benefit 
standpoint. As a result, Internal Revenue Service 
and Department of Labor regulations have been sub- 
stantially reduced. 

The Treasury Department, however, has con- 
tinued the attempt to accelerate vesting rules origi- 
nally proposed under the Carter administration. 
NADA is opposed to these changes and is working to 
maintain the existing vesting rules. Aided by certain 
members of Congress, particularly Rep. John Erien- 
born (R-IL), NADA has used the appropriations pro- 
cess to successfully thwart the Treasury Depart- 
ment’s plans in this area. 

NADA will continue to keep you abreast of legisla- 
tive and regulatory events in the pension plan area as 
they occur. 3) 
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For years, AC Cruise Control (K-35) has been a popular @ It can be set to maintain lower, fuel-saving speeds. 
Option on larger cars. Now GM dealers are ordering it @ AC Cruise Control provides the added convenience 
at a record pace on their new smaller cars—for a lot of of the “Resume Feature.” 

good reasons... @ It's easy to sell from inventory because people try 


® Cruise Control can add profit for the dealer...andvalue —_—‘'tand like it. . 
for the customer at resale time (according to recent Blue @ AC Cruise Control is specifically engineered for the 
Book, Red Book and N.A.D.A. Used Car Guides). GM car in which it is factory-installed. 


Specify K-35 for your demos and inventory. 


AC Spark Plug Division, 
General Motors Corporation, 
CHEVROLET CAMARO 1300 N. Dort Highway PONTIAC FIREBIRD 
Flint, Michigan 48556 


ver the years, some ra- 

ther remarkable photo- 

graphs have found their 
way into the files of Automotive 
Executive and its predecessors, 
Cars & Trucks and NADA 
Magazine. Most of the pictures 
were, in their day, not particularly 
special, but they've gained in 
value with every passing year as 
the times they represent increas- 
ingly contrast with the styles, 
events and products of today. We’d 
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like to share some of the memories 
with you. 

The photo below (1) was sent to 
us several years ago by the Ford 


Motor Co. It was taken at the 1928 
New York Auto Show, and it cap- 
tures (from right to left) young 
Henry Ford II and his brother Ben- 
son, as well as their automotive 
pioneer grandfather, Henry Ford, 
and the then-president of the com- 
pany, Edsel Ford, who died in May 
of 1943. 

The next shot is of the Ford 
Motor Co. founder’s workshop (2). 
Here, on June 4, 1896, Ford fin- 
ished assembling his first gasoline- 

1 


driven car. 

That buggy was the first of 
many contributions Ford made to 
transportation history, of course, 
but the industry owes a significant 
4 part of its success to the work and 
@ the genius of several other pio- 
neers as well. 

One of those men, J. Frank 
Duryea, seated at the right in the 
car in the next picture (3), is cre- 
dited with developing the first 
commercially successful automo- 
bile. Snapped in 1945, he was re- 
= enacting the first auto race held in 

| the U.S., a race won by a Duryea 
car in 1895. 

A lot of the early automobiles, 
such as the 1902 Packard bogged 
down in the next picture (4), often 


had a rather rough “go” of it. The 
“Old Pacific” took an unfortunate 
detour somewhere in the gumbo of 
Iowa. A few early vehicles such as 
the “Triphibian Plane” (5), seem- 
ingly couldn’t decide what they 
were supposed to do. Still others, 
such as the famed Stanley 
Steamer racing car shown here (6) 
in 1907, just couldn’t keep them- 
selves together. In an attempt to 
surpass its own 127-mph speed re- 
cord, the Steamer “flew into the 
air” and crashed on a nearby 
beach. 
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During the first 20 or so years of 
this century, there were innumera- 
ble industry “firsts.” In 1915, one 
of the earliest test tracks (7) in au- 
tomotive history came to be when 
Dodge built an oval track and a 
steep incline of heavy wooden 
planks adjacent to its Detroit 
plant. Every new touring car was 
checked for engine arid brake per- 
formance on the hill and driven for 
speed on the circular track. In the 
next picture is the final assembly 
line at Ford’s Highland Park plant 
(8) as it looked in 1913. Bodies 
were skidded down the wooden 
ramp and lowered onto the chassis 
as they moved along below. The 
methods were crude, but produc- 
tion schedules were broken daily. 
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In the course of selecting the 
photos that appear in these pages, 
we came across several celebrities 
not normally associated with the 
motor vehicle. “Buffalo Bill” Cody 
(9), for instance, when he tired of 
riding bucking broncos and raging 
bulls, rode in style in a 1908 White 
Steam Car. 

White steamers also were asso- 


ciated with an historic heavy- 
weight fight that took place on 
July 4, 1910. In the first photo (10), 
James J. Jeffries was snapped do- 
ing roadwork with manager Sam 
Berger (right) as a White auto- 
mobile kept pace. In the second 
picture (11), we see his opponent, 
the great Jack Johnson. 

Even though we have not seen 
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mem) White autos on the streets for 


some years, they were popular 
enough at one time to be chosen by 
presidents. President Theodore 
Roosevelt (12) was photographed 
in the rear seat of a White steamer 


4 in 1908, and President William 


Taft (13) rode in the back of a 40- 
horsepower version in 1910 with 
then New York Governor (later 
Chief Justice of the Supreme 
Court) Charles Evans Hughes. 


Ever since the first engine was 
linked to the wheel, there have 
been car races. This scene (14) in 
front of Paris’ Arc de Triomphe 
was the start of a race held in 1946, 
as part of the celebration of 50 
years of automobiles in France. 

The National Auto Show of 
1924, shown in the next picture 
(15), attracted a mob of both people 
and vehicles, probably because the 
cars were so many cuts above early 
efforts, such as the NSU Prinz 
1909 model (16). But even that car 
was more versatile than the mili- 
tary vehicles captured in the fol- 
lowing two shots (17 and 18). 

The 1904 model “L” Packard in 
the next photo (19) should lay to 
rest the theory that early-century 
Sunday drivers always wore their 
weekend finery when they went 
out for a cruise. These three men 
we see here collected their mud 
over a span of 670 miles, but even 
during less strenuous drives, the 
combination of crude roads and 
prehistoric automobiles made it 
terribly rough on passengers. 

(Continued on page 36) 
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hy, you may ask, is a 

book that has been 

available for a year 
being reviewed now? Answer: the 
“Complete Money Market Guide” 
has been updated and released as a 
paperback and it’s selling faster 
than ever. 

The author has established him- 
self as a minor institution with the 
success of this book. Billed as the 
“guru of the money market indus- 
try,” William Donoghue also pub- 
lishes three newsletters, a money- 
fund directory and a mutual fund 
almanac. 

There are at least three reasons 
for the book’s success. First, the 
writing is clear and easy to under- 
stand, even though the subject can 
be highly complex. Second, the 
money market, with its compara- 
tive safety and liquidity, is ex- 
tremely important to the small 
stock portfolio investors of yes- 
teryear. Together with the bond 
and stock markets, the money 
market is one of three key in- 
vestment vehicles. Finally, the 
work is reasonably comprehen- 
Sive. 

Even though the style is highly 
readable, there are occasional 
lapses: “You see, while interest 
rates change daily in the money 
market, they do move in concert. 
I’m going to show you how to read 
the sheet music for this concert. 
Then I'll show you how to plan 
your investments to play a happy 
and profitable tune—without a 
sour note.” 

Though not a lover of this style 
(because it detracts from factual 
information), I have to admit it 


This column is prepared as an automotive exclusive for AE by 
tions pertaining to this column should be mailed to: Business 


Business 
In Print 


“William E. Donoghue’s Com- 
plete Money Market Guide;” by 
William E. Donoghue with 
Thomas Tilling; Bantam Books; 
1981; 285 pages; $3.50 


helps sell books. Fortunately, 
these lapses only occur a few times 
in each chapter. 

At the heart of Donoghue’s ad- 
vice and guidance is a methodol- 
ogy called the “the SLY system.” 
The system is described as“... a 
conservative, low-risk, mostly 
commission-free approach to in- 
vesting in money markets and re- 
lated investments . . . which takes 
into account the saver’s and inves- 
tor’s need to consider fully the 


safety, liquidity and yield of each 
investment, in that order.” 

Later in the book the “SLYR 
method” is described. The final 
“R” stands for radical. The SLYR 
method is recommended only for 
sophisticated investors with a 
minimum of five figures to invest 
in money markets. 

Certainly the book is an excel- 
lent, fairly complete how-to guide 
to the money market. If you see the 

(Continued on page 46) 


Here are the current Top Ten best-selling books for business. The list is based on 
sales figures obtained from retail bookstores throughout the United States. 


“Theory Z;” by William G. Ouchi; Addison Wesley; $12.95 (1) 

A new theory on how to boost business productivity. 

“How to Become Financially Successful by Owning Your Own Business;” by Al- 
bert J. Lowry; Simon & Schuster; $14.95 (3) 


How-to techniques for entrepreneurs. 


“Inflation Proofing Your Investments;” by Harry Browne and Terry Coxon; 


Warner; $3.95 (4) 


How to prevent the dilution of invested capital. 

“The Soul of a New Machine;” by Tracy Kidder; Atlantic/Little, Brown; $13.95 (2) 
The creation and awakening of the microcomputerized age. 

“Money Dynamics for the 1980s;” by Venita Van Caspel; Reston Publishing; 


$15.00 (5) 
A guide for money management. 


“William E. Donoghue’s Complete Money Market Guide:” by William E. 
Donoghue with Thomas Tilling; Bantam Books; $3.50 (9) + 

Comprehensive “how-to” for money market investors. 

“You Can Negotiate Anything;” by Herb Cohen; Lyle Stuart; $12.95 (6) 


How to gain the competitive edge. 


“What Color Is Your Parachute?” by Richard N. Bolles; Ten Speed Press; $6.95 (8) 


How to change careers and jobs. 


“The Money Lenders;” by Anthony Sampson; Viking; $16.95 (7) 
How international banking affects each of us. 
“The Art of Japanese Management;” by Richard T. Pascale and Anthony G. 


Athos; Simon & Schuster; $11.95 (10) 


Transferring Japanese experience to American managers. 


) = indicates last month’s position. 


= indicates a paperback previously on the list as a hardcover edition. 


Henry Holtzman, a nationally known business writer. All comments or ques- 
in Print, automotive executive magazine, 8400 Westpark Dr., McLean, 


$$ 


me 


VA 22102. ee 
N60202020202020q]q])?0—072#202020eoq0qQqSSSSS SSS = 


the newest member of our 
starting team. Freedom Il is 
the new generation of Freedom 
Batteries—a tough, powerful 
battery for cars, light to medium 
trucks, and many other appli- 
cations. It combines our best 
maintenance-free technology 
with the construction features 
proven in our heavy-duty 
batteries. 


More efficient starting power. 
Freedom II's improved grid and 
plate design means better per- 


Delco Remy. The leader under the hood. 


Delco Freedom Il Battery— ” 


bility without incre 
size or weight. 

At the same time, all of the 
original Freedom benefits are 
still there. Freedom Il never 
needs water or periodic service, 
stays charged longer when not 
in use, and provides plenty of all- 
weather starting power. 


More staying power. 

Freedom Il is even more rugged 
than original Freedoms. There is 
increased resistance to damage 
from vibration. Greater electrical 
cycling capabilities. High heat 
resistance. Freedom Il even has 


asing overall 


PP new grid guards and plate straps 


for more protection from road 
shock. All of which add up to 
increased reliability and service- 
free dependability. 

And behind every Freedom Il 
Battery is the Delco Remy name. 
For over 50 years, it’s been the 
one to look to for tough, reliable 
batteries. No matter what the 
starting need. 

Delco Remy, Division of 
General Motors Corporation, 
Anderson, Indiana 46011. 
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Entertainment Deductions 


ntertaining a customer 
or prospect over a good 
dinner, accompanied by 
a cocktail or two, is an American 
business tradition. But even 
though tax rules for such enter- 
tainment have been with us for 
years, there is still some confusion 
concerning what can and can’t be 
deducted. 

Let’s start with a general rule: 
The taxpayer must establish that 
the entertainment activity was 
“directly related to the active con- 
duct of the taxpayer’s trade or 
business.” There are four basic re- 
quirements: 

(1) At the time the entertain- 
ment expenditure is made, you 
must have more than a general ex- 
pectation of deriving some busi- 
ness benefit. Picking up the check 
of a business acquaintance who 
ate alone on the other side of a 
quiet restaurant is a nice gesture, 
but will not qualify. 

(2) During the entertainment 
period, a business meeting, negoti- 
ation or other bona fide business 
discussion or transaction takes 
place. It is not necessary that more 
time be devoted to the business 
than to the entertainment activ- 
ity. 

(3) The principal character of 
the combined business and enter- 
tainment is the active conduct of 
the taxpayer’s trade or business as 
opposed to social purposes. 

(4) The person for whom the ex- 
penditure is made engages with 
the taxpayer in the active conduct 
of trade or business. As a practical 


matter, this excludes nonbusiness 
persons who are also present. 

However, there are two delight- 
ful exceptions to the general rule. 
The first is called the “quiet busi- 
ness meal.” Under this exception, 
expenditures for food and bever- 
age furnished under circum- 
stances and in surroundings con- 
ducive to a business discussion 
are not subject to the general rule. 
Surprisingly, many IRS field 
agents are not aware of this excep- 
tion. 

The second exception can even 
be more fun. Though not deducti- 
ble under the general rule, “as- 
sociated entertainment” can be de- 
ducted when: (1) It is associated 
with the active conduct of the tax- 
payer’s trade or business, and (2) 
the entertainment directly pre- 
cedes or follows a substantial and 
bona fide business discussion. 

When the entertainment occurs 
on the same day as a substantial 
and bona fide business discussion, 
the entertainment is considered to 
precede or follow that discussion 
directly. If the entertainment does 
not occur on the same day, all the 
facts and circumstances are con- 
sidered. For example: Joe Smart’s 
out-of-town customers and their 
wives arrive the evening before a 
business meeting. Joe and his wife 
entertain the customers and their 
wives that evening. Such enter- 
tainment is considered to have di- 
rectly preceded the business dis- 
cussion. 

One warning: All entertain- 
ment deductions, including the 


above exceptions, must be prop- 
erly substantiated. Keep records. 

Additional information on en- 
tertainment deductions may be 
obtained by writing Blackman, 
Kallick & Co., 180 N. LaSalle St., 
Chicago, IL 60601. 
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Inflation boosts qualified 
plan limitations. The inflation 
casualty count for 1981 has been 
completed. The 1981 inflation rate 
was used by the IRS to set the 1982 
dollar limits (officially called 
“cost-of-living adjustments”) on 
qualified plans. 

One of the best ways of beating 
the tax/inflation spiral is to adopt 
one or more qualified deferred- 
compensation plans—usually a 
profit-sharing plan or a pension 
plan. In a nutshell, contributions 
to the plan are deductible by the 
employer, earnings from the funds 
in the plan are tax-free, and upon 
distribution to the participants, 
special tax breaks ease the tax 
burden. It’s probably the best tax- 
shelter deal in town. In fact, it is 
such a good deal that the IRS 
limits the amount you can sock 
away every year. 

Effective January 1, 1982, the 
maximum that can be paid to ben- 
efit plans amount annually has 
been increased to $136,425 (from 
$124,500 for 1981). The limit on 
annual additions to defined bene- 
fit plans (profit-sharing and em- 
ployee stock-ownership plans) per 
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This column is prepared as an automotive exclusive for FE by Irving Blackman, certified public accountant and attorney. All comments or questions pertaining to 
this column should be mailed to: Blackman, Kallick & Co., 180 N. LaSalle St., Chicago, IL 60601. 
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participant has been increased to 
$45,475 (from $41,500 for 1981). If 
a plan exceeds these limitations, it 
will no longer be considered qual- 
ified. 

A determination letter (ap- 
proval from the IRS) need not be 
requested by the plan’s adminis- 
trators. The regulations provide 
for an automatic increase without 
the need to amend the plan to re- 
flect the increased dollar limita- 
tions. 


kkk 


An interest-free loan to a 
shareholder/employee is not in- 
come. The IRS seems to be a glut- 
ton for punishment. It keeps trying, 
but has yet to succeed on a very im- 
portant issue to shareholder/em- 
ployees of closely held corpora- 
tions. In a new case relating to in- 
terest-free loans, the court (Colin 
F. Beaton v. Comm.) once again 
turned back the IRS. The court 
held that an interest-free loan 
from a corporation to a sharehol- 
der or employee isn’t a taxable div- 
idend or taxable compensation. 

It all started back in 1961, when 
the Tax Court (in the well-known 
Dean case) held that a interest- 
free loan from a corporation to a 
shareholder did not result in divi- 
dend income. The court came to 
the logical conclusion that if the 
shareholder had income imputed 
to him for the value of the loan, he 
would have an equal offsetting de- 
duction for interest. Future court 
cases extended the same logic to 
employees who received interest- 
free loans from their employers. In 
these cases, the IRS claimed addi- 
tional compensation. 

The most interesting aspect of 
the new Beaton case is that Colin 
Beaton, the corporation’s presi- 
dent, owned 100 percent of the 
stock. He borrowed $123,000 in- 
terest-free from the corporation. 
“Not income,” held the court. The 
court said that “many taxpayers 
have relied upon . . . Dean. To de- 
part ... at this late date would re- 
sult in uncertainty.” The court 
suggested that if any change is to 
be made, Congress should be the 
party responsible. 

You may not get IRS’ blessing, 
but interest-free loans to stockhol- 
der/employees or other employees 
should be considered a viable tax- 
planning tool. -E 
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System 


National Auto 

Auction Association 

member auctions 

handle over 3,000,000 cars and 
trucks a year. They help you 
buy and sell profitably. They 
help you balance inventories. 
Auction members provide 
multiple services, too, like 
transporting cars, washing, cleaning, and repairing 
them. And, our auctions help establish real market 
values for automobiles across the nation. This is free 
enterprise at work. It is private enterprise at its best. 
Both buyers and sellers at our auctions profit through 
regular visits...where ethical standards and practices by 
Our members are unexcelled. 

Isn’t it great to Know an Association like NAAA is 
working for you? Where else, but in America? 


at Work... 


visit a nearby 


NAAA 


member auction 


For additional information and name of your nearest 
member auctions, or write: 
Bernard Hart, Executive Secretary 


5701 RUSSELL DRIVE 
LINCOLN, NEBRASKA (402)464-2170 
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Nostalgia from page 31 


Roads improved along with the 
nation’s automobiles. The first 
Hudson (20), introduced in 1909, 
was a sturdy looking vehicle. Com- 
pare it to the cars we've featured in 
the next eight pictures: 

The 1892 Benz (21) is one of the 
oldest automobiles on display in 
the United States, and it was one 
of the first cars produced in any 
quantity. An ancestor of today’s 
Mercedes-Benz, it was equipped 
with a 1-cylinder, water-cooled en- 
gine, a powerplant that was the 
prototype for many later engines. 

Eight years later came the 1900 
Rambler Runabout (22), and 1903 
brought the first Ford production 
car (23), the Model A. 

Between 1904 and 1906, auto 
makers began designing their cars 
with the engines in front, and the 


1905 Ford Model B (24) is a good 
example. The Model B had a 4-cy- 
linder engine, torque-tube drive 
and a $2,000 price tag, with an op- 
tional top. 

By 1915, the 4-cylinder, 20- 
horsepower Ford town car, shown 
in the next photo (25) operating as 
a taxi, featured 3-point suspension 
and built-in magneto. Its capacity to 


turn in a 28-foot circle was “of 


great advantage in crowded 
thoroughfares.” It sold for $690, 
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fully equipped. 

As we all know, the low-cost 
idea went over well, and this Ford 
Model T—coming off the assembly 
line (26) in mid-1927—was the 15 
millionth Ford car built. 

Other notable cars included the 
Studebaker Six, pictured (27) with 
a little desert dust in 1921, andthe 
1936 Peugeot (28). 

This shot (29) of the 1946 Pack- 
ard alongside the first Packard 
ever built—the 1899 Model A— 
poignantly shows how dramati- 
Cally the automobile changed in 
the industry’s first 50 years; the next 
Shot indicates how far men in the 
post-war era thought they could 


Pe 


go. The photo shows John R. Cobb 
(30), holder of the world’s speed re- 
cord at that time (368.85 miles per 
hour) between his Railton Red 
Lion racer and a 1940 Hudson 
Eight stock sedan, which he drove 
to a record 93.9 miles per hour on 
the Bonneville Salt Flats near Sal- 
duro, UT. 

In Henry Ford’s day, more than 
a few experts told him his pro- 
duction techniques would not 


work. Ford, though, through high 
and low periods alike, stuck by his 
guns, and the satisfied look on his 
face in our last photo (31) is a good 
reminder that the “experts” do not 
always accurately predict just how 
strong the industry can be. FE 


Personal Investing from page 14 


rose to a peak of $875 an ounce 
after the Soviet invasion of Af- 
ghanistan, but is now priced below 
$350 an ounce. 

Collectibles, commodities and 
futures are even more volatile, 


hat’s the best way to find 
} acompetent planner? 

~ “Do some homework and com- 
parison shopping,” says Dianna 
Rampy, executive director of the 
Institute of Certified Financial 
Planners. “Ask various planners 
about their backgrounds, how 
they put a plan together and how 
they charge.” 

The listings of personal finan- 
cial planners in the Yellow Pages 
have grown rapidly during the last 
five years. Many persons have en- 
tered the field as a sideline to 
another profession, such as ac- 
counting, law, insurance or bank- 
ing. For others, financial planning 
is a full-time job. Financial plan- 
ners range from 1- and 2-person 
independent firms to large broker- 
age houses, accounting firms and 
insurance companies, which offer 
the service as an adjunct to their 
traditional business. 

A good place to start your search 
is right at home. Ask friends and 
business colleagues if they know of 
a good planner. Another source is 
the Institute of Certified Financial 
Planners, which provides a free 
list of its 4,500 members upon re- 
quest. The institute’s members, 
known as CFPs, must be 
graduates of a 5-course correspon- 

dence program in financial plan- 

ning sponsored by the affiliated 
College of Financial Planning. 
(For further information, contact 
ICFP, 9725 E. Hampden Ave., De- 
nver, CO 80231.) 

Many financial planners will 
conduct an initial session at no 
charge to familiarize you with 
their services. That first meeting 
is a good opportunity for both par- 
ties to ask some questions. The 
planner will want to hear some de- 
tails about your financial history 


and should be handled only by 
those with the necessary exper- 
tise. “We rarely advise clients to 
invest in commodities or futures,” 
says financial planner Dennis 
Williams. “A few people make a 
lot, but most people lose. 

“It’s best to try and find the low- 


and overall goals. Here are some of 
the questions you should ask: 


What are the planner’s cre- 
dentials? While many planners 
receive their training on the job, 
an increasing number _ are 
graduates of formal programs. 
Four-year degrees in financial 
planning are offered by Brigham 
Young University, Boston Univer- 
sity, San Diego State, Georgia 
State and Tulane, among others. A 
qualified planner should be 
trained in the areas of estate plan- 
ning, retirement planning and 
taxation, and should be familiar 
with a range of investment vehi- 
cles. 

What is the planner’s spe- 
cialty? “Many of the people who 
do financial planning are working 
one side of the street or the other,” 
says Ken Silverberg of Arthur An- 


dersen. “If you talk to a financial _ 


planner who is also a stockbroker, 
he may focus only on what the 
stock market can do for you. If you 
talk to somebody from the insur- 
ance side, he may try to weave in- 
surance purchases into your plan.” 
While it’s not necessary to go toa 
generalist, make sure you choose a 
planner with a balanced approach. 


How does the planner 
charge? Some charge by the hour 
($50 to $100), some charge a flat 
fee ($275 to $5,000) and others col- 
lect a commission, or a commission 
and a fee. In most cases, the charge 
is tax deductible. Beware of the 
planner who offers you his services 
at a bargain price. He may be more 
interested in selling you a product 
(and earning a fat commission) 
than in devising a solid financial 
plan. 

How is the plan constructed? 
The planning process should in- 


est risk investment to achieve a 
particular return. It makes no 
sense to invest in stocks if you are 
deathly afraid of the stock market 
and won’t be able to sleep nights. 
The whole idea of planning is not 
to have you worrying about your 
finances.” FE 


How to find the right planner. 


clude a discussion of your goals, a 
detailed analysis of your finances 
and budget assistance. If your in- 
vestments are large, you should 
receive an annual or semiannual 
balance sheet showing net worth, 
including up-to-date figures on 
your savings, assets, debts, insur- 
ance and investments. 

Who will implement the pro- 
gram? You should always be free 
to decide how the plan will be exe- 
cuted. If you already have a 
stockbroker or real estate agent 
you work well with, continue that 
relationship. If you need some help 
making investment purchases, 
however, the planner should be 
able to suggest contacts. 

Does the planner welcome 
input from other advisers? In 
some cases, it’s advantageous to 
have dealership professionals 
(such as your accountant and at- 
torney) sit in on the planning ses- 
sion. There’s often a lot of inter- 
play between what happens in the 
dealership and what happens in 
your personal affairs that needs to 
be coordinated. 

What continuing services are 
provided? Find out if the planner 
will periodically update and adjust 
your plan as your goals and the 
economy change. Some planners 
charge for this service; others pro- 
vide it free. 

Are you comfortable with the 
planner? If you can’t get along 
with your planner (or don’t trust 
him), you aren’t going to have con- 
fidence in his decisions. 

Remember that your financial 
adviser is your employee. You are 
hiring him to make your money 
work more effectively. If your plan 
isn’t performing up to expecta- 
tions, find out what changes need 
to be made. FE 


Joe Girard 


Your Looks And Speech 
Will Make Or Break Sales 


ou may be the first and 
only sales contact a pros- 
pect has with your deal- 


ership. You reflect its reputation, 
integrity and image. 

The extent to which you are 
able to sell your dealership and its 
vehicles will depend on your abil- 
ity to sell yourself. 

The way you look and the way 


“Ask yourself: 
Would I buy me? 
Remember that 
what you wear will 
indicate to people 
Just what you are.” 


you speak when you first greet a 
prospect on the sales floor are 
therefore critical. 

Millions of dollars have been 
spent by advertising people and 
market research organizations 
trying to decide just how to pack- 
age a product to make it more sala- 
ble—to combine eye appeal and buy 
appeal. Ideally, contents and 
wrapping should go hand in hand. 

Because the “wrapping” is the 
first thing others see, the sale of 
yourself begins there. Your ex- 
terior image must reflect posi- 
tively the qualities you wish to sell 
to others. If the outside wrapping 
Causes a prospect to be concerned 
about you, and what you might be, 


you can begin to say goodbye to the 
sale. 


When it comes to outside ap- 
pearance, good grooming and 
proper dress are two basic tenets. 
They are effective tools to success 
and I recommend them to you. 


Buy the best clothes you can af- 
ford. Quality clothing will look 
better on you and wear longer. 
Make sure what you buy fits well. 
Casual is out. Jeans are out. Of 
course, you should abide by the 
dress code of your dealership. 


Choose accessories that compli- 
ment, not detract. Loud neckties 
and over-size belt buckles detract 
on a man. Dangling earrings and 
overloaded charm bracelets de- 
tract on a woman. Use make-up 
sparingly. In short, do everything 
you can to make yourself the most 
buyable package possible. As a 
final test, ask yourself this ques- 
tion: Would I buy me? Remember 
what you wear is an indication to 
many people of what you are. 


Many salespeople approach an 
entering prospect with the state- 
ment, “Can I help you?” Can is a 
verb implying ability. The ques- 
tion might be answered with yes 
but it can also be answered with 
no. Similarly, some salespeople 
put it this way, “May I help you?” 
May is a verb implying permis- 
sion. It too can be answered by a 
yes or no or worse, “I’m just look- 
ing.” 


But use of the words what, where 
and how can move mountains for 
you. Form your approach question 
along these lines: How can I be of 
assistance? What would you like 
to know about the new diesel en- 
gine? Where have you seen a finer 
car than this model? 

What, where and how questions 
cannot be answered with a yes or 


“The extent that 
you are able to go 
to sell your shop 
and its vehicles 
will depend on your 
self-sell ability.” 


no. They help to cement rapport. 
But, rapport starts even earlier. 
Always remember to greet a pros- 
pect in a friendly manner, smiling 
as you do so. If you know his or her 
name, be sure to use it; nothing 
makes a prospect feel more wel- 
come. And be sure to introduce 
yourself clearly and distinctly. 
Dressing and acting the part of a 
confident auto salesperson, pro- 
jecting a positive image of the 
dealership, establishing im- 
mediate, friendly rapport with 
the prospect in such a way that an 
approach can not be brushed off 
with a “No, I’m just looking” reply, 
are important considerations that 
can work wonders for you. FE 
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Westpark Dr., 


“Despite beliefs espoused by the 
manufacturers, some dealers are 
skeptical that the credit arms can 
continue to be the kind of wellspring 
that they were in 1980 and 1981. 
Much depends on the spring economy.” 


F&I from page 25 


“A savvy finance manager can 
discuss the merits of F&I with the 
sticker-shook consumer like no or- 
dinary salesman can, flattening 
resistance,” he says. 

Gearhart claims his company is 
testimony to the virility of F&I 
today, pointing to the fact that his 
business increased 51 percent in 
1981, drawing $16 million in pre- 
miums. 

“It’s the finance manager’s job to 
put an emphasis on the monthly 
payment cost instead of total price. 
That helps ease unnecessary anx- 
ieties,” adds William Fisher of Pat 
Ryan, whose firm has recruited 
F&I career managers for over 700 
dealer clients. 

“That emphasis is a key con- 
cern,” points out Burton Ford’s 
Jim Packer. Packer’s F&I depart- 
ment contributed 15 percent of the 
dealership’s profits last year. 

As for credit insurance, Fisher 
cites a recent Ohio State Univer- 
sity study showing 90 percent of 
buyers find it highly desirable. “If 
you are able to offer it and present 
it properly, you can convince your 
client to buy it,” he argues. 

Close and friendly consultation 
with a “forward and sincere” F&I 
person can mean the difference be- 
tween securing and not securing a 
loan, advises Maralee Coppen- 
barger of Roger Smith, Toyota, 
Kansas City. 


Most important, she stresses, is 
to get as much cash down as possi- 
ble so the bank will feel good about 
advancing the loan.” Other busi- 
ness managers offer similar ad- 
vice. 

A spokesperson for Herriman 
Ford in Vienna, VA, warns that 
customers who have to go shop- 
ping for financing are going to 
wind up with “buyers remorse.” 

“No one wants to pay bank 
search fees and wait days to get a 
loan. It is always better for the 
dealer to have more than one len- 
der at his disposal.” Herriman 
Ford’s F&I department is cur- 
rently working with seven lending 
institutions. It was responsible for 
raising dealership profits 25 per- 
cent last year. 

The successful F&I department 
will add accounts through cash 
conversions, according to Don 
Burns at Beaman Pontiac. He 
claims 23 percent of his Nashville 
customers planning to pay cash 
are converted to payment plans. 

“Sophisticated consumers will 
realize that with the high yield of 
money market funds today, 
they’re better off investing their 
money. They can more than make 
up for the interest owed on pay- 
ments from the interest they'll 
earn on the principal,” he says. 

The dealer will reap rewards, 
too. Aside from earning interest 
points from the bank, he’ll find 
that installment customers, expe- 
cially those with a service war- 
ranty, tend to be return customers. 


Optional Equipment Values 


he National Independent 

Automobile Dealers As- 

sociation (NIADA) held 
its annual convention March 18 to 
21 in Houston, TX. It was the first 
NIADA Convention I have missed 
in more than 20 years, but there 
was a conflict of scheduling. 

NIADA Executive Director 
Dan Ray reports the convention 
was one of the best ever. The na- 
tional elections were held, and 
Chuck Nicholson, Canton, OH, 
moved from president to chairman 
of the board. The new president is 
Steve Gossett of Norfolk, VA. 
There are five vice-presidents: Bob 
Limpp of Denver, CO; Jim Massey 
of Oklahoma City, OK; J. L. 
Richard from Lafayette, LA; Roy 
Wilhite of Sacramento, CA, and 
Gordon Wear, executive vice-pres- 
ident, from Deer Park, TX. The 
treasurer is Jim Hardman of 
Gainesville, GA, and the secretary 
is Jim Delp of Lincoln, NE. 

The National Quality Dealer 
Award was presented to Charles 
G. Morris of Tuscumbia, AL—the 
second time Alabama has won. 

Two of the major subjects under 
discussion at the convention were 
the Clean Air Act and the FTC’s 
Used Car Rule. 

Dan Ray also reports that the 
Flint [ADA has merged with the 
Detroit LADA to form the Michigan 
IADA, with Mac McCollum as 
president. Mac and NIADA go 
back a long way! 

Duke Wilcox (what do you 
mean, Duke who?) is busily or- 
ganizing the independent dealers 
of Tennessee. Duke thrives on a 


challenge, and he has long re- 
garded Tennessee as an area that 
should be responsive to the forma- 
tion of a IADA. There are other 
states that are ready for organiz- 
ing, and anyone who would like 
some aid might contact Dan Ray in 
Raleigh, NC. His _ telephone 
number is (919) 781-2350. 

In the past few weeks, we have 
attended meetings in which the 
diesel engine has been discussed. 
One must conclude that dieseliza- 
tion is not one of the most success- 
ful ventures domestic manufac- 
turers have attempted .. . at least 
not with the earlier models. Of 
course, one cannot tell how much 
of the “unpopularity” of the diesel 
is due to the current availability of 
low-cost gasoline. 

The complaints we hear relate 
to reliability and convenience of 
use. We should not forget that the 
diesel engine is different from the 
gasoline engine in several impor- 
tant aspects. It is possible that 
some of the purchasers expected 
too much. I recall many buyers all 
but stood in line to buy the first 
diesels, and I would say even the 
more cautious of us were curious, 
too. I think the best way to deal 
with the subject is to let the mar- 
ket speak for itself. I hope future 
efforts will be more successful. 

There are two areas of “market 
analysis” that are the most diffi- 
cult to study: optional equipment 
values and mileage penalties or 
premiums. The market does not 
speak out loud and clear on these 
two areas, especially with regard 
to optional equipment values. But 


I feel safe in saying that the data 
gathering and data analysis of the 
NADA Official Used Car Guide is 
at the very least equal to, and most 
likely superior to, the efforts of 
anyone else in the business. 

It is difficult to determine the 
real value of optional equipment 
items from any sales-reporting 
source, whether it is a dealer re- 
port or an auction report. You can 
say the car is equipped in this way 
or that way, but what standard 
can one use for comparison? 

One must, at times, look as- 
kance upon a penalty for not hav- 
ing an “option,” especially when 
the penalty exceeds the amount of 
money it would take to add a com- 
parable piece of equipment. On the 
other hand, it is sometimes more 
difficult to explain the added value 
of an option, when the value ex- 
ceeds the current cost of installa- 
tion. It is even more astonishing 
when certain types of gasoline en- 
gines are “add on” options simply 
because they cost more when they 
were new. Because most sales re- 
ports simply indicate the number 
of cylinders in the engine (if they 
indicate anything at all), one must 
be curious as to how these add-ons 
or deductions are determined. 

A major cause of concern is the 
value of appearance options, such 
as accent paint, designer styling, 
vinyl tops and custom interiors. 
Some of these options are not even 
identifiable as such once the car 
reaches the used-car market. At an 
auction one day, I overheard a 


(Continued on page 46) 


Knesset 


This column is prepared exclusively for automotive executive by James “Harry” Lawrence, editor of the NADA Official Used Car Guide. All comments or ques- 
tions pertaining to this column should be mailed to: Used Cars, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 


EE CC sa00 see 


AUCTION 


BLOCK 


oo 


NADA To Publish 
New Market Newsletter 


National Auto Auction Association’s (NAAA) 

eastern and midwestern zones recently in San 
Juan, Puerto Rico. The company and the sun were 
most pleasant. I think we owe a real cheer to Ruth 
Hart and those who assisted her in planning this 
meeting. 

The midwest zone held elections and Joe Lyng was 
elected president. Sam Holzman was elevated (I 
think that is the word someone used) to chairman of 
the board. Bill VanLandingham is the new vice-pres- 
ident, and Jenny Payne is secretary-treasurer. The 
next meeting of the midwest zone will be in June at 
the O’Hare Hilton. 

There were two principal subjects under discussion 
at the meeting: car theft and “The Movie,” a com- 
bined effort involving Manheim and NAAA. 

Car theft is a serious subject, because what has 
happened to one may very well happen to others. Iam 
not as yet well-acquainted with the mechanics of the 
auto auction process, but it seems there are relatively 
few safeguards. Although one may exercise caution 
when dealing with a stranger, can we assume all po- 
tential problems are associated with strangers? I am 
afraid not. 

The thought was put forth to determine which 
state offers the best protection as far as salvaged au- 
tomobiles are concerned. Then, perhaps, other states 
can be encouraged to adopt similar measures. Some 
of those in attendance indicated there are reliable 
methods that greatly deter the risk of selling a stolen 
car, but no one gave me specifics. Roy Cox mentioned 
that he employs an off-duty law enforcement officer 
who, on sale day, pulls cars at random and checks for 
confidential VINs. Even though he checks only a few 
cars, his presence seems to discourage theft. 

So often a homeowner learns, too late, that his in- 
surance is simply not adequate in today’s market. 
Some of you may wish to review your title protection 
coverage to make sure it fills your needs. 

One mention of a change in personnel: Manheim 


d was lucky enough to attend the meeting of the 


has announced that Robert J. Cavanaugh, formerly 
in fleet sales, has replaced Rudy Crowder at the 
Lakeland Auto Auction. I am sure everyone wishes 
Rudy well in his new venture. 

When I was in Puerto Rico I mentioned to the mem- 
bers of the two groups that NADA will soon publish a 
wholesale auto market letter. Our purpose is to pro- 
vide current market trends for the automobile indus- 
try, particularly NADA’s 19,000 members. This will 
not be another guide book. We are awash in themas it 
is. 

It is not our intention to report prices for specific 
models, but we may indicate price ranges for certain 
groups. We hope to use auto auction data to a large 
extent, but we will also call upon fleet managers, 
leasing companies and daily rental companies. The 
publication will have a newsletter format, and will be 
published weekly, we hope. We plan to gather data by 
telephone. Each auction operator will receive a letter 
requesting assistance. It is not expected we will call 
every auction every week, but some may be called 
every week, depending upon the density of the area. 

This report will be mutually beneficial. Our mem- 
bers, and others in the industry, should profit from 
timely news.on market trends and movements, and 
the auctions should enjoy the increased exposure. 
When possible, we will quote the source or at least in- 
dicate which auctions were contacted. You will be 
recognized. 

When we made this proposal in person, the reac- 
tion was most gratifying. We hope that feeling con- 
tinues into the actual publishing process. 

In closing, we made a few calls to some of the auc- 
tions on matters not related to the forthcoming news- 
letter, and what we have to report is probably not 
news. Business is good! In fact, business is very 
good—as long as you can get cars. 

This column is open to the auctions. Any news you 
have of interest to those in the industry can be 
covered on this page. You can write, or else call (703) 
821-7191. FE 
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BRASHER’S AUTO AUCTIONS 
Three full-service auto auctions. . . 
complete reconditioning & com- 
pany-owned transports. We wel- 
come dealer, fleet and lease busi- 
ness. Member NAAA and NAFA. 

Salt Lake. Sale every Wednes- 
day at 11:00 a.m. 460 Orange St. or 
P.O. Box 16025, Salt Lake City, UT 
84104. Telephone: (801) 973-8715. 

Sacramento. Sale every Tues- 
day at 11:00 a.m. 4300 West Capi- 
tol Ave., P.O. Box 405, West Sacra- 
mento, CA 95691. Telephone: 
(916) 371-4300. 

“ Southern California. Sale every 
Thursday at 11:00 a.m. 10700 Beech 
Ave., P.O. Box 870, Fontana, CA 
92335. Telephone: (714) 822-2261. 


GRAND RAPIDS AUTO 
AUCTION, INC. 
2380 Port Sheldon Rd. 

Jenison, MI 49428 
Tel: 616-669-1050 
Bart Knapp 
V.P. Fleet and Lease 
Member NAAA, Tuesday Noon 


SOUTHERN 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 
There’s an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 

203-623-2617 


Concord Auto Auction 
Hosmer St. off Rt. 2, Acton, MA 01720 
(617) 263-8300 


Friday is Concord 


Over 1,000 cars on Friday 
Guaranteed Checks and Titles 
Limo Service to and from Airport 


YOUR STRONGEST COMPETITOR ATTENDS 


AUTO AUCTION, ING The emblem dealers look for. 


PS WEDNESDAY 10:57 A.M. 


4 LANES 


3711 WESTERN RD. FLINT, MICHIGAN 48506 
PHONE (313) 736-2700 


AMARILLO AUTO AUCTION 
Fleet and Lease Specialists for 34 
years. Selling for most major co’s. 
Call or write Friday Phillips or Dale 
Napier. Telephone: (806) 372- 
2206. 3208 E. 10th Ave., Amarillo, 
TX 79104, 


COMMONWEALTH AUTO AUCTION 
METRO PHILADELPHIA'S FINEST! 
FLEET & LEASE ACCOUNTS 
PICK-UP/DELIVERY 
RT. 420, MORTON, PA 
TELEPHONE: (215) 328-7100 
ALEX PATE, GENERAL MANAGER 
EVERY THURSDAY—10:30 A.M. 


To America’s used car dealers, it’s every bit as pres 
tigious —and represents every bit as much profit poten- 
tial—as the hood ornaments of the world’s classi 
est Cars. 

It's the symbol of the Manheim Auctions System 

Why this universal respect? Because Manheim 
gives buyers the industry's best selection of cars, its 
most comprehensive support services, and its most 


MANHEIM AUCTIONS, P.O. BOX 4667, LANCASTER, PA 17604 
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proven skills. Because Manheim gives sellers unri- 
valed expertise and professionalism in the vital in 
ventory regulation process 

Because Manheim has given everyone fair and 
equal treatment each and every sale day—for 
37 years 

Look for the Manheim emblem. That's where 
you'll find your area's smartest dealers 


Send for our free brochure today 


1 MANHEIM AUTO AUCTION, Manheim, Pa. 17545 
Sale Friday Phone 717/665-3571 
2 NATIONAL AUTO AS EXCHANGE, Bordentown, NJ. 08505 
Sale Wednesday Phone Bordentown 609/296-3400. 
Camden 609/662-6700. ro aetna 215/923-1090 
RG AUTO , Fredericksburg, Va. 22401 
Sale Thursd: Phone 703/896-4900 
4 KANGAS CITY AUTO AUCTION, Kansas City, Mo. 64127 
Sale Wednesday Phone 616/241-2614 
UCTION, Lakeland, Fia. 33802 
inesday Phone 613/964-1561 
ON 


‘0 AUCTION, High Point, N.C. 27261 
Phone 919/666-7001 
8 BUTLER ‘0 AUCTION, Gibsonia, Pa 15044 
Sale Wednesday Phone 412/443-7211 
Pittsburgh 412/961-0306 
9 METRO Mi WAUKEE AUTO AUCTION, Caledonia, Wis 53108 
Sale Wednesday Phone Caledonia 414/635-4436 
Chic 312/236-2623 
10 FL AUTO AUCTION OF ORLANDO, Ocoee, Fie. 3276 
Sale Tuesday Phone 306/656-6200 
" FRESNO AUTO DEALERS AUCTION, Fresno, Caiit. 93706 
T Phone 209 / 268-6051 
2 cau OMNIA AUTO DEALERS EXCHANGE, Anaheim Callt, 92803 
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General Motors from page 20 


lot not just because of inflation, but 
because we radically changed the 
engineering of some of these cars. 
On the new mid-sized models, for 
instance, we went from rear- 
wheel-drive to front-wheel-drive. 
We had to develop new engines 
and new transmissions. That 
means we literally had to retool 
entire factories to facilitate the 
production changes. And the only 
way I know of getting the money to 
do that is to earn it in the market. 

FE: During the negotiations with 
the UAW in January, GM publicly 
announced that concessions might 
result in a $1,000 reduction in 
new-car prices. Why did General 
Motors choose to make that knowl- 
edge public? Did it strengthen 
your position at the bargaining 
table? 

Smith: I don’t think it 
strengthened our position enough 
because the negotiations weren’t 
successful. Why did we make the 
announcement? We released the de- 
tails simply because we knew they 
would leak anyway.. The unions 
and General Motors have never 
been successful at keeping negoti- 
ations a secret, and we thought a 
leak would be the worst of all pos- 
sible evils. So we chose to come 
right out and describe our propo- 
sal. 

We would not have done that if 
we had thought that there was no 
chance of getting an agreement. I 
think both sides had more than a 
reasonable degree of expectation 
that we would reach agreement, 
and it was quite a disappointment 
to both of us that it didn’t happen. 
We need this, and I guess if I had to 
do it all over again, I'd probably do 
the same thing. 

7E: How much of an increase in 
foreign sourcing is likely to take 
place over the next few years? 

Smith: If the wage gap con- 
tinues I’m afraid there will have to 
be more foreign sourcing. Right 
now, we buy very few of our mate- 
rials and components from abroad. 
We buy almost no foreign steel, for 
example. 

FE: Doesn’t GM have overseas 
plants that build parts and compo- 
nents for use here? 

Smith: Yes, but most of that 
production is being used overseas 
right now. Actually, General 


SS 


Motors has always been a net ex- 
porter. We’ve been one of the big 
contributors to the balance of pay- 
ments for our country. In a typical 
year, we’ve been exporting goods 
worth more than $1 billion. That 
helps provide a lot of jobs. 

7E: What are some of the projects 
you have planned with Suzuki and 
Isuzu? 

Smith: With our help, Suzuki 
and Isuzu have become better 
truck manufacturers and better 
car manufacturers. They’ve got 
some very fine products over there 
now. As you know, we’ve been 
sourcing our LUV truck from 
Isuzu for some time. That has been 
a big help to us. 

Suzuki also is an outstanding 
producer. They’re starting from 


motorcycles and working up, and 
we're starting from big cars and 
working down, so we’ve got a great 
exchange of technology going on 
between us now. I look forward to 
the day when we will be able to 
supply our dealers with additional 
cars, probably smaller than any- 
thing we have now, from Suzuki 
and Isuzu. 

7E: Have the voluntary re- 
straints on Japanese imports been 
effective? Do you think they 
should be extended when they ex- 
pire? 

Smith: The restraints haven’t 
been effective because the market 
has been declining. The only real 
benefit they might have provided 
would have been “surge” protec- 
tion if there had been a sudden up- 
sweep in the market. 

We never wanted anything that 
would interfere with free trade. 
But at the same time, we recog- 
nized the Japanese had to do some- 
thing to stop the imbalance. So I 
think the Japanese acted very re- 
sponsibly at that time. Of course, 
as things turned out, sales got 
worse instead of better. 

I think the Japanese are still 
faced with determining how they 
will handle some of their excess 


trade balances with the United 
States. It is an increasing problem 
and one that isn’t going to go 
away. As a matter of fact, a call for 
legislation has resurfaced in 
Washington. I notice that it is no 
longer being called protectionism; 
now they call it reciprocity. That’s 
a much nicer name, but it’s the 
same old lady with a brand new 
dress on. 

FE: Maybe the Japanese will 
solve the problem by opening up 
their markets. 

Smith: It’s going to take more 
than that. The Japanese have re- 
ally not handled this very well. 
For example, American manufac- 
turers who sell cigarettes in Japan 
can only advertise in English. 
What would happen if we did that 
here in the United States? How 
would the Japanese react if they 
could advertise cars in the United 
States only in Japanese? I say if we 
put the same restraints on 
Japanese products coming in here 
that are put on American products 
in Japan, you wouldn’t see the 
Japanese taking even 5 percent of 
this market. 

7E: Many industry observers 
predicted that the new products 
GM introduced in ’81 and ’82 
would enable the company to re- 
gain its leadership and strength in 
the marketplace. Many of these 
new products are now available, 
and yet they are the ones that are 
being offered with rebates. Why? 

Smith: We offered the rebates to 
get the products moving better 
and to get people acquainted with 
them. It’s almost a shame in some 
respects that we are bringing out 
these products in such recession- 
ary times. If we had brought these 
cars out in the boom times, I think 
our penetration would have sky- 
rocketed. 

Our penetration will increase 
once the market gets going better. 
We've got the cars—the quantity 
and the quality. It’s time now for 
the dealers to step up and give usa 
hand. They have to put those cars 
in people’s hands and do the hard- 
selling job. We haven’t invented 
the car yet that sells itself. Cars 
have to be sold one at a time. 

You know, I still get letters 
every day from stockholders and 
former customers saying, “I 
walked into a dealership today 
and tried to get somebody to help 
me, but no one seemed interested.” 


I know that’s not the case with 
most dealers, but even so, we get 
too many of these types of letters. I 
get one or two of them every day. 

7E: Have you dropped by a deal- 
ership unannounced in the last six 
to nine months? 

Smith: You bet I have. And 
every now and again I take my car 
in to a dealership for service. I 
couldn’t have been treated better 
in the service department. When I 
have the time I like to go over to 
the sales room and just observe. 
Salespeople come up and try to be 
helpful, and I tell them I am just 
waiting for my car. At one dealer- 
ship, I said, “I’m just waiting for 
my car to be serviced,” and the 
salesman said, “while you’re wait- 
ing, let me take you for a ride.” 
That’s good. 

FE: Do they every recognize you? 

Smith: No. I know they don’t. 

7E: Do many of your executive 
officers do the same thing? 

Smith: We all try to do it. Every 
time I go to a city I try to meet with 
dealers and visit their stores. I’ve 
been in dealerships everywhere 
from Maine to California and from 
Florida to Oregon. We also get a 
lot of feedback through GMAC. It’s 
important to us to see how our 
dealers are doing. 

7E: Would you say that for the 
most part that GM dealerships are 
well handled and well organized? 

Smith: Absolutely. I think by 
and large that our dealerships are 
outstanding. It’s the 1 percent that 
aren’t that I’m trying to fix. 

7E: Americans used to trade in 
their cars every two or three years; 
now, they’re doing it every three or 
four years. Is this trend likely to 
continue? What effect will it have 
on dealers? 

Smith: The higher quality of 
today’s cars means they have a 
longer life cycle. But even so, there 
are plenty of things to offset the 
potential drop in demand, such as 
more households being formed and 
more l- and 2-car families. The 
number of working wives in the 
United States is growing rapidly, 
and that will increase demand. 
You show me a family with a hus- 
band and wife working, and I'll 
Show you a 2-car family. So I’m not 
discouraged at all by the fact that 
Americans are holding on to their 
cars longer. 

7E: When dealers talk among 
themselves, especially when GM 
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announces a program that is un- 
popular, you'll often hear them 
say, “What’s wrong with General 
Motors? Who’s running this com- 
pany—the engineers, the finance 
people or the salespeople?” How 
would you answer that? 

Smith: That’s easy. We run it as 
a team. In my opinion, we have 
probably the greatest manage- 
ment team in General Motors’ his- 
tory right now. 

Now I know that every now and 
then we come up with a program 
that makes some dealer unhappy. 
Part of the problem is that all deal- 
ers don’t like the same thing. I get 
letters from dealers saying a cer- 
tain program is the greatest thing 
since sliced bread; the next letter I 
get asks what nut thought up that 
crazy program. One dealer says 
get rid of the holdback; the next 
dealer tells us to increase the 
holdback. So with the diversity we 
have, we try to go with programs 


that have broad appeal. 
A lot of these programs are tre- 
mendously expensive. You 


wouldn’t believe the hundreds of 
millions of dollars we’re pumping 
in now to support floorplanning. 


We don’t want to make mis- 
takes. Before we launch any pro- 
gram, we bring in a bunch of deal- 
ers from all over the country to get 
their opinions. We sit down and 
say, “Here’s the problem, what do 
you think we should do?” That way 
we don’t make decisions in the 
dark. We try to do the best we can 
for our dealers, and how well we 
do, of course, determines the suc- 
cess of our company. 

#E: Is there anything else that 
you would like to say to General 
Motors dealers? 

Smith: I just want to say hangin 
there. I know things are tough, but 
we're doing everything we can to 
improve our quality and our effi- 
ciency. We’re not sitting back idly 
during this recession—we are 
making progress on new products 
and are a leaner, meaner and 
tougher organization than we’ve 
ever been in our life. I assume that 
all the dealerships are getting 
leaner, meaner and tougher right 
along with us. 

When the economy rebounds, 
everybody better watch out, be- 
cause we're going to be coming out 
of this like gangbusters. FE 


The ESP Energy Recirculating System gently forces the heat 
down to the floor to keep the thermostat satisfied. This greatly 
reduces the number of times your furnace is called on for heat. 


Saves heat in winter, cools in summer. Check us out... call us TOLL 
FREE for names of users in your area and special industry prices. 


800-548-7199 


IN MONTANA @ 406-252-0480 
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ENERGY SAVING PRODUCTS 
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Sales Aids 
from Girard 


Sales Lectures 
“What's It All About” 
(7 Sales Training Video Tapes) 
“An Experience With Joe Girard” 
(6 Audio Cassette Pkg.) 


Author of 
“How To Sell Anything To Anybody” 
“How To Sell Yourself’ 
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Business In Print from page 32 


money market as a key invest- 
ment vehicle for you, I most cer- 
tainly recommend it. 

Nonetheless, I still have this 
funny feeling in the pit of my 
stomach—and the book is only in- 
directly the cause of it. You’ve got 
to wonder about the future stabil- 
ity of a country’s economy (indeed 
the world’s economy) when small 
investors are stampeding by the 
thousands into a marketplace that 
essentially trades in IOUs. 

It makes you wonder. Is the 
stampede, itself, a factor that may 
be fueling inflation and putting 
the small investor on a treadmill? 
With more money becoming avail- 
able through money markets (and 
the government the greatest debt- 
or), what happens to business 
that has financed its growth 
primarily through debt instru- 
ments rather than stocks if the 
economy suddenly unbuckles just 
a bit more? What happens when 
business customers are also cre- 
ditors, and they are slow-pay or 


no-pay? 
I don’t know, and I’m not sure 
Donoghue does, either. XE 


Used Cars from page 41 


dealer say this about a designer’s 
signature on a domestic luxury 
car: “Funny place for the dealer to 
put his name.” 

The manufacturer has a very de- 
finite interest in establishing a 
positive value for these options. 
But it must be difficult for a dealer 
to sell a special paint job when he 
offers the customer nothing for the 
options on his trade-in. As a guide 
book editor, I have heard rela- 
tively few sound suggestions as to 
what a trim option is worth and 
how the residual value should be 
determined. Saying that “the op- 
tion cost $1,250 when the car was 
new so it must be worth something 
used” is not a convincing argu- 
ment. I can think of a couple of ex- 
pensive options that many dealers 
regard as legitimate “deducts.” 

In closing, I do want to em- 
phasize this: AZ and the NADA Of- 
ficial Used Car Guide sincerely 
want your opinions on the subjects 
mentioned in this column—this 
month or any month. You know, if 
one chooses not to vote, he or she 
hardly has much basis to ) complain 
about “the government.” FE 
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2 to 4. Automobile Dealers As- 
sociation of Alabama Convention, 
Broadwater Beach Hotel, Biloxi, 
MS 

4 to 5. Conference on Technolog- 
ical Developments in the Automo- 
tive Aftermarket, Knickerbocker 
Hotel, Chicago, IL 

5 to 6. Massachusetts State Au- 
tomobile Dealers Association Con- 
vention, Sheraton Inn and Confer- 
ence Center, Boxborough, MA 

5 to 7. International Methane 
Vehicle Symposium, Washington 
Hilton Hotel, Washington, DC 

9 to 11. Kansas Motor Car Deal- 
ers Association Convention, Holi- 
day Inn West, Topeka, KS 

7 to 8. South Carolina Auto- 
mobile and Truck Dealers Associ- 
ation Convention, Hyatt Regency 
Hotel, Greenville, SC 

11 to 13. Southern Automotive 
Show, Market Hall, Dallas, TX 

12 to 14. New England Truck 
Show, Commonwealth Exhibition 
Center, Boston, MA 

19 to 21. International Trucking 
Show (East), Dallas Convention 
Center, Dallas, TX 

23 to 27. South Carolina Auto- 
mobile and Truck Dealers Associ- 
ation Convention, Contemporary 
Hotel, Walt Disney World, FL 

25 to 28. Auto Mexicana ’82, 
United States Trade Center, 
Mexico City, Mexico 


June 


10 to 12. American Truck His- 
torical Society Convention, Shera- 
ton-West Hotel, Indianapolis, IN 

17 to 19. Idaho Automobile 
Dealers Association Convention, 
Shore Lodge, McCall, ID 

27 to July 1. Automotive Service 
Council Convention, Galt House, 
Louisville, KY 
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WHAT'S NEW ON THE MARKET 


Elixir Industries has introduced 
a sunroof made especially for 
the Volkswagen Beetle. The 
DayStar sunroof is low-profiled 
and contoured for efficient water 
runoff. Its reflective, tempered 
safety glass is designed to help 
cut glare and reduce inside heat. 
Manufacturer: Elixir Industries, 
17809 S. Broadway, Gardena, 
CA 90248. 


A propane-enrichment kit 
that simplifies carburetor ad- 
justments on late-model 
Chrysler, Ford and GM vehicles 
has been’ introduced by 
Owatonna Tool Co. Designed to 
assure proper idle mixture, the 
kit’s special valve and hose are 
used with a standard 14-ounce 
propane cartridge. One end of 
the hose is inserted into the 
vapor recovery tube on the air 
cleaner. Propane is then intro- 
duced and, depending on 
whether the idle speed in- 
creases or decreases, the car- 
buretor is adjusted to the cor- 
rect specification. Manufac- 
turer: Owatonna Tool Co., 125 
Eisenhower Dr., Owatonna, 
MN 55060. 


Chief Industries has developed a 
remote-control unit for its E-Z- 
Liner body squaring and 
alignment system. According to 
the manufacturer, the unit ena- 
bles an operator to more easily 
monitor the machine’s pulling 
action, and allows the controls to 
be readily at hand during the re- 
pair. The control unit is small 
enough to be carried in a shirt 
pocket and features a protective 
case. Chief's E-Z-Liner system is 
designed to gauge and square all 
unitized and frame vehicles, in- 
cluding vans, pickups and trucks 
up to one ton. Manufacturer: 
Chief Industries Inc., Box 1368, 
Grand Island, NE 68802. 


Series 80 hose reels can be 
used to hold air, water, lubrica- 
tion and welding hoses. Hose 
reels keep hoses off the floor and 
work areas. They are available 
for hoses with diameters rang- 
ing from “%- to %-inch, and 
lengths ranging from 10 to 100 
feet. Manufacturer: Coxwells 
Inc., 6000 S. Avalon Blvd., Los 
Angeles, CA 90003. 


Information and photographs of products listed in Showcase have been provided via manufacturer's press releases. A products appearance in this column in no 


way implie’s endorsement by either NADA, the NADA Services Corp., or automotive executive magazine. 
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Rear window louvers for Gen- 
eral Motors X-cars (Chevrolet Ci- 
tation, Buick Skylark, Olds 
Omega and Pontiac Phoenix) are 
now available from Hammond 
Manufacturing Corp. Made of 
aluminum, the units are rust- 
free and require no drilling to in- 
stall. A special hinge allows the 
louver to be raised in order to 
clean the window. Manufacturer: 
Hammond Manufacturing Corp., 
2227 Spikes Lane, P.O. Box 
11007, Lansing, MI 48901. 


100 gable-style spray booth is 
priced at under $5,500. Manufac- 
turer: SprayKing Inc., 2820 
Gilroy St., Los Angeles, CA 
90039. 


SprayKing has come out with 
a new line of fully galvanized 
automotive spray booths. 
They are engineered for do-it- 
yourself installation. The model 


Luverne Truck Equipment Inc. 
has introduced a new line of 
truck accessories for Chev- 
rolet S-10 and GMC S-15 pick- 
ups. Accessories available include 
bumpers, grille guards and stain- 
less-steel tailgate guards. Bum- 
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A new device from Eaton Corp. 
eliminates the need for truck 
tire caps. The Dill dual-seal in- 
flator cap No. 6541 can be 
screwed on in place of the valve 
cap to protect the tire valve, and 
at the same time allow the tire 
to be inflated, deflated or 
checked for pressure. The cap is 
designed to provide an airtight 
seal at both valve ends, the cap 
tip and the mouth, and it has a 
knurled body that allows it to be 
screwed on tightly. The end of 
the new cap is also threaded to 
permit the use of safety clip-on 
air chucks. Manufacturer: Ea- 
ton Corp., 100 Erieview Plaza, 
Cleveland, OH 44114. 


pers and grille guards are avail- 
able in three matching finishes: 
chrome, baked white enamel or 
baked flat black. Manufacturer: 
Luverne Truck Equipment Inc., 
P.O. Box 437, Luverne, MN 
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GENERAL MOTORS DEALERS GET 
31 MILLION INSURANCE DIVIDEND 
NUW...THATS PROTECTION PLUS! 


$1,000,000 Pius 


1 MILLION DOLLARS IN DIVIDENDS DECLARED TO PARTICIPATING GM DEALERS 


Participating in the symbolic check presentation at the GM Dealers Safety & Insurance 
Committee meeting, from left to right: Mr. J. J. MacDonald, President of Motors Insurance 
Corporation; Mr. W. M. Pitcher, Chairman of Pitcher Doyle Penn; Mr. Barton Gillman of 
Frank Gillman Pontiac in Houston, Texas; Mr. Fred Broeg of Fred Broeg Chevrolet in St. Louis, 
Missouri; Mr. Bob Maguire of Maguire Chevrolet in Bordentown, New Jersey; Mr. James Large 
of James Martin Chevrolet in Detroit, Michigan, Mr. R. D. Burger, then Vice Pres. of Marketing, 
GM (Now Vice Pres. & Ass’t Gen’l Megr., Cadillac Motor Car Division); and Mr. Charles R. 
Rinehart, President & Chief Operating Officer, FAMEX. 


PROOF: THAT THE PROTECTION PLUS PROGRAM MANAGED BY 
PITCHER DOYLE PENN IS THE ONE THAT REALLY WORKS! 


UNDERWRITTEN BY: ASK YOUR FAMEX AGENT ABOUT 
Fireman’s Fund Insurance Companies & OUR UNIQUE DIVIDEND PROGRAM 
Motors Insurance Corporation OR CALL PITCHER DOYLE PENN 


MARKETED THROUGH: Hunt Valley, Maryland 21031 


The FAMEX Network of Independent Agents 1-300-638-8654 
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Now everyone 
can share 
the computer power 
of my Oakleaf MP-16... 
from their own desk. 


Oakleaf has been the #1 selling F&I computer for years. Now you can select exactly the right 
combination of Oakleaf CRT’s and SX-350’s to add to the Oakleaf MP-16 Dealership Computer 
System to make your entire sales department more profitable. Call Barbara Jennings, National 
Marketing Department (800) 423-3681, or in California (213) 989-5989 collect. 


OFFICE SECRETARY 
“My Oakleaf SX-350 
is accessing informa- 
tion in our MP-16 to 


word process personal- 


ized letters to pros- 
pects. I’m told we’re 
selling more cars now. 
Also, I make sure the 
inventory is kept up- 
to-the-minute.” 


LEASING MANAGER 
“I like being able to 


z. 
structure a lease deal 
on my own screen = 
until it is just right, . 
/ 


then have the printing 
unit in the office do 
the paperwork.” 


SALESMAN “With 
this Oakleaf terminal, 
I can put a better deal 
together, easier. I al- 
ways know what’s in 
our inventory, and I’m 
selling more options.” 


DEALER “I chose the 
Oakleaf computer 
system because its 
State-of-the-Art 
technology makes it 
flexible, yet it is inex- 
pensive compared to 
other systems. My CRT 
gives me greater con- 
trol over my store.” 


SALES MANAGER 
“This Oakleaf CRT lets § 
me manage the deals | 
better. It reduces 
paperwork and gives 

me more time to work 
with my sales force.” 


' 


14600 Titus Street 
Panorama City, California 91402 
(800) 423-3681 (213) 989-5989 


